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our magazire 
t newsstand® uite a of the expert analyses and timely 
i interpretation of current events on all 
fronts presented in recent issues of The Maga- 
zine of Wall Street, our subscribers were pre- 
pared to “cash in” on the exceptional opportuni- 
ties during the initial stages of this Recovery 
Market. 


Behind The Scenes 


Subscribers to The Magazine of Wall Street 
derive sizable profits through the wealth of in- 
formation they receive. Each issue brings them 
behind the scenes . . . revealing all of the nu- 
merous factors which must be known to achieve 


Specific Recommendations and maintain a profitable investment position. 


@ Our Staff of Security Specialists will 
analyze the profitable market leaders for 


New Opportunities head 


There are still further opportunities for profit- 


you just as quickly as they uncover them. 


@ We will keep you abreast of every de- 
velopment in business and industry, poli- 
tics and foreign affairs, clearly interpreted 
in terms of their relation to you as an in- 
vestor. 


@ Through constant application of our 
regular market forecasts you will be able 
to determine an advantageous investment 
course to safeguard and increase your 
capital and income. 


@ Our Personal Service Department will 
render confidential advice by mail or wire 
on the securities you hold or contemplate 
buying. 


Fill In and Mail 
This Coupon: Today 


Consultation Privileges Through 


The Magazine of Wall Street 
90 Broad Street, New York 


taking ahead. New advances in business ac- 
tivity ... increased efficiencies in management 

. . introduction of newly developed products 
... diminishing labor troubles—all point to an 
optimistic outlook for the investor during the 
coming year. 


Investment Guidance Essential 


Yet the need for accurate, authoritative guid- 
ance in investment procedure is more important 
than ever. While a new recovery phase is un- 
der way—recently administered legislation, de- 
velopments in politics and a tense European 
situation all bear viligant watching for the ef- 
fects they may have on a sensitive market sub- 
ject to sharp intermediate reactions or extended 
periods of consolidation. 


Fr ee! Our 164-page handbook .. . “TIMING— 


* When to Buy and Sell in Today’s Mar- 
kets,” by John Durand, the third large printing 
of which is now ready for free distribution to 
new yearly subscribers. 
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Personal Service Department ; 
Enclosed find my remittance of $7.50 for which enter my subscrip- 


tion to The Magazine of Wall Street for one year—including free 
Personal Inquiry Service—and send, me a copy of “TIMING, When 
to Buy and Sell in Today’s Markets.” 


Your subscription gives you the privilege of writing 
or wiring for personal opinions by our experts on 
listed stocks or bonds (as many as three each time 
and as often as you wish). 


__Price Paid _ 
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$7.50 in U. S., Canada, and Pan-Ameriéin countries. $1 additional for all 
other countries. 
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Iv his book “The Market Place” 
Alexander D. Noyes recently drew 
attention to an almost forgotten 
historical incident which is worth re- 
counting as war clouds gather. 

In 1895 President Cleveland sent 
2 sharp note to Great Britain over 
the matter of a disputed South 
American boundary. The question 
involved was not important, but it 
had been aggravated by delay, and 
the Presidential note amounted to 
almost an ultimatum. On this side 
of the water, at least, it carried the 
suggestion of war. “Suggestion,” 
however, was all the security mar- 
ket needed and stocks were dumped 
overboard with abandon. 

Adjustment of the diplomatic 
problem was not long delayed, and 
it is interesting to note that it was 


greatly facilitated by an incident 
which threw the whole question into 
its proper perspective. . The British 
yacht Valkyrie III had lost the in- 
ternational cup race in American 
waters not long before, and its dis- 
appointed English owner had 
claimed that excursion boats, press- 
ing too close to his course, had stolen 
his wind. The excuse was not well 
received either here or abroad, as 
was soon evidenced by the fact that 
while war talk over the boundary 
dispute was rampant, the members 
of the London Stock Exchange sent 
a cable to the New York Stock Ex- 
change asking whether “if British 
war ships entered New York Har- 
bor, they would be guaranteed 
against interference by excursion 
craft.” 





The World 


Needless to say the market recov- 
ered lost ground as rapidly as it re- 
covered its sense of proportion. 

In repeating this anecdote there is 
of course no attempt to imply that 
the current situation in Europe is of 
such minor consequence, or subject 
to any such easy solution. It does 
serve, however, to demonstrate that 
market fears are easily aroused, and 
many security holders far too prone 
to put the worst possible construc- 
tion on events. Even though subse- 
quent developments justify this con- 
struction, panicky judgment is sel- 
dom, if ever, good judgment. 

Unrestrained selling did not prove 
the wisest course in 1914. It would 
be even less so today. Whatever 
happens in Europe, our markets 
will lead the world. 
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The Outlook for Corporate Profits in 1938 and 1939 


By Warp Gates 


Favored Stocks in Peace or War 
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Wide World Photo. 


While still quite a distance from the Pay point, the steel industry is 
showing improvement. Operations are estimated at 44%, of capacity. 


August shipments of U. S. steel showed a marked gain over July. Asa 


barometer of all heavy industry the progress of steel is encouraging. 
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The Trend of Events 


INDEPENDENT CONGRESS ASSURED ... In the re- 
nomination of Senator Tydings in Maryland the Pres- 
ident’s ill-advised effort to “purge” blacklisted Senators 
out of the Democratic Party reached its apex of failure. 
Unlike some of the previous primary contests in which 
Mr. Roosevelt had intervened, local cross-currents did 
not confuse the issue in Maryland. It was an over- 
whelming public choice for an independent, representa- 
tive Congress and against the Roosevelt conception that 
the New Deal “mandate” calls for 100 per cent obedience 
to the White House on the part of Democratic members 
of Congress. The Georgia primary was merely a con- 
firmatory anti-climax. On the major issue there can be 


‘no doubt that the public opinion expressed in Maryland 
approximates the national majority opinion. 


The demonstrated failure of the “purge” inevitably 
will have far-reaching political repercussions and is not 
without hopeful significance to American business. It is 
not only a serious, if not fatal, blow to Mr. Roosevelt’s 
third term ambitions but will also lessen his chances of 
forcing his own nominee upon the 1940 Democratic 
convention. Of greater near term significance, it as- 
sures that the Congress assembling in January will be 
independent, unwilling to surrender further blanket 
powers to the White House, adamant against hasty 
“must” legislation of debatable merit and practicability. 

But while Congress will be independent—barring the 
development of some national emergency, such as war— 


this is not to say it will be either reactionary or con- 
servative, as the latter term has been generally con- 
strued in the past. With all manner of special pressure 
groups clamoring for still larger Treasury hand-outs and 
showing formidable political strength, no end of the 
spending spree is in sight. Moreover, the victory for 
representative government will not be lasting unless 
Congress in the reassertion of its independence shows a 
greater capacity for intelligent initiative and statesman- 
ship than it has revealed in recent years. The vast 
transfer of power to the President reflected more than 
national emergency. It also reflected intellectual default 
by Congress. 


PUMP PRIMING SPEEDS UP... The Geovernment’s 
recovery and relief spending has now climbed to a rate of 
approximately $250,000,000 a month. This almost 
equals the average monthly total of such expenditures 
in 1934 and 1935, since the 1934 average was $269,000,- 
000 and that of 1935 was $263,000,000. Excluding the 
veterans’ bonus, it substantially exceeds 1936 pump 
priming. 

It is easily possible, however, to overestimate the near 
term economic consequences of the present rate of Fed- 
eral spending. The actual addition to national pur- 
chasing power is materially less than in 1934-1935 be- 
cause thus far a much greater proportion of “reflation” 
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expenditures continues to be financed out of taxation 
than was the case in either 1934 or 1935. This is due 
to the fact that tax revenues based on 1937 corporate 
and personal incomes have not yet reflected the full 
force of the recent depression and will not do so before 
tax returns are filed next March. It is also due to the 
fact that the Social Security taxes are taking far more 
out of the stream of national purchasing power than 
was the case in former years. 

The present pump priming program will exert maxi- 
mum economic stimulation some time next year, prob- 
ably when greatest need for it is long past. The most 
hopeful element in the picture is the strong revival of 
corporate new capital financing, which in recent months 
has supplemented Federal pump priming in far greater 
degree than during the early phases of the first New 
Deal recovery—although this trend at the moment has 
been checked by the European war crisis and resultant 
easing of the bond market. The greatest single obstacle 


to a full recovery in private financing continues to be 


the Government’s chronic budget unbalance and the 
inevitable long term doubt it raises as to the ultimate 
status of our currency. However pleasing it is to see 
corporate financing begin to supplement New Dea! 
pump priming in important degree, the two are funda- 
mentally incompatible. 


RETAIL TRADE SPURTS .... In merchandising, Labor 
Day marks the transition from the summer lethargy to 
the active autumn selling season. The change this year 
coincided with advent of ideal September weather over 
most of the country and brought much sharper retail 
trade gains than had been generally expected. Partly 
because comparison is with a declining trend at this 
season a year ago, dollar volume of department stores 
for the first half of September will probably show a 
moderate gain over a year ago. August volume was 6 
per cent under a year ago and July was down 12 
per cent. 

The current trend of retail demand can be expected 
to encourage more confident expansion of merchandising 
inventories of consumption goods, which are now gen- 
erally moderate—provided the general recovery spiral 
is not too seriously retarded by either European war or 
continued acute war fears. Meanwhile, although the 
trend is hopefully up, it might be over-optimistic to 
bank on continued trade gains as fast as those imme- 
diately after Labor Day. The season, the re-opening 
of schools and colleges and benign weather represented 
a more opportune conjunction of circumstances for the 
merchants than is likely to continue. 


AN ENCOURAGING SIGN ... It is indeed a favorable 
augury for general business when orders for machine tools 
move forward as sharply as they did last month. The 
National Machine Tool Builders’ Association’s index of 
combined foreign and domestic orders gained nearly 35 
per cent, or from 89.6 in July to 120.9 in August. The 
Association no longer issues separate indexes for foreign 


and domestic orders, but the latest improvement 
doubtedly reflects a betterment in both divisio, 
Foreign business, of course, continues to be a maj 
factor in the machine tool industry, but orders in th 
division, already at a high level, are less likely to hay 
contributed as much to the recent sudden spurt as th 
relatively depressed domestic division. The August jp. 
crease in orders was on a broad front with no single con, 
pany, or group of companies, receiving the bulk of the 
business. This is definitely encouraging. It hints of, 
coming increase in the production of goods and at leay 
shows a return of confidence to the point where busines. 
men are willing to make outlays for improved and er. 
larged facilities. 


THE FLIGHT TO THE DOLLAR .. . On September 1; 
Secretary of the Treasury Morgenthau stated that the 
flight of foreign capital to the dollar was greater than it 
had ever been in the past. Moreover, it is continuing 
and presumably, in the event of a turn for the worse in 
the European situation, we may expect even the recently 
established record to fall. Essentially, of course, this is 
nothing more nor less than a reversion to the “hot 
money” conditions of a year or two ago. The only 
difference between now and then is that threats of war 
inspire the present flight, whereas then it was nothing 
more serious than that a persistence in unsound eco- 
nomic practices had weakened foreign currencies in rela- 
tion to the dollar. 

The recipient generally looks upon “hot money” as an 
evil because of the possibility that it may be suddenly 
withdrawn. It was the concerted transfer of foreign 
funds from London that knocked the English pound from 
its gold moorings in the fall of 1931 and started this whole 
era of currency chaos. Our own present situation, how- 
ever, is in no way comparable to that. In the unhappy 
event that war should come to Europe, the foreign money 
that has fled to this country would be used to finance the 
purchase of American supplies, for under the Johnson 
Act credits will not be available. On the other hand, in 
the event of a general European settlement some of the 
foreign capital might stay here and go into securities and 
the movement of that portion which would be withdrawn 
might well spread over an appreciable time. The only 
thing that could bring about a sudden major movement 
from the United States to countries abroad would be a 
general European settlement which coincided with some 
fundamental disaster here. This is unlikely for, unsound 
though our fiscal policies be, we are not going to crack 
suddenly. And if we did, there is always that thirteen 
billion dollars in gold that could be dug out of the ground 
and sent abroad whence much of it came. 


THE MARKET PROSPECT... Our most recent in- 
vestment advice will be found in the discussion of the 
prospective trend of the market on page 664. The cour- 
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sel embodied in this feature should be considered in 
connection with all investment suggestions elsewhere 
in this issue. Monday, September 19, 1938. 
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BY CHARLES BENEDICT 


1 at leas WHY FOOL OURSELVES? 


business. 
and ep. 


mber 1; ec ainnind is the issue today. Tomorrow it may 
that thef be Hungary, Jugoslavia, Roumania, Latvia, Poland— 
; than if or any one of the countries that block Germany’s pas- 
ntinuing sage along the Danube to the Black Sea. 

worse Inf Let us face the fact that as long as Germany is on the 
recently} march the periodic upheavals in our markets and eco- 
» this isf nomy, as well as that of the rest of the world, will con- 
1e “hotf tinue whether it takes her a year or five years to reach 
he only} her first objective—which is control of Mittel Europa. 
of war} Each country she absorbs will pay for Hitler’s campaigns 
nothing} with interest; will give her raw materials, food supplies, 
ad €co-F oil, etc..—and provide her with the wherewithal to con- 
in rela-F tinue the adventure in Empire building. 

We can only gain a momentary respite if Czechoslo- 
"as anf vakia falls to Germany. And I doubt whether the 
ddenly Czechs will permit themselves to be sacrificed so use- 
foreign} lessly. Their stamina and spirit stamps them as a peo- 
d from} ple of such virility and strength that they are certain 
whole} to fight for their freedom and against a conquest which 
, how-[ would be certain if they permitted the Sudeten area to 
happy} be absorbed by the Nazis. 

money Germany’s interest in the Sudeten Germans, who are 
ice the} actually Austrians and not Ger- 





berlain will be able to deliver any promises he makes on 
behalf of Czechoslovakia that involve endangering her 
existence. 

In the meantime, the world waits breathlessly, fever- 
ishly for the next move—with Hitler undisputed master 
of the situation. 

Even an undeclared war on Czechoslovakia can in- 
volve all of Europe—tie up machinery, productive ca- 
pacity, labor—and bring a continued and accelerated 
weakening of the economic structure. 

Germany is not prepared nor is she as strong as she 
screamingly tells the world. Food is scarce and ration- 
ing is increasing. She can only gain strength through 
conquest. Her victories up to now have been won by 
bluff and daring. She avoided a direct issue with Czecho- 
slovakia by having Henlein issue the ultimatum. 

When England and France intimated that they would 
back up Czechoslovakia, Japan—the Asiatic member of 
the Fascist triumvirate—announced that she would sup- 
port her ally Germany with arms in the Far East, leav- 
ing England and France to dwell on the huge amount 
of damage to their pos- (Please turn to page 711) 








hnson} mans, (although German propa- 
nd, inf ganda would have us_ believe 
of the} otherwise) rises out of the fact 
sand} that this section of Czechoslo- 
lrawn} vakia flanks a mountain range 
only | which acts as a natural fortress 
ment | against German progress through 
be af Mittel Europa with its coal, 
some} iron, oil, cattle, and its grain 
ound | fields. 

crack To accede to Hitler’s wishes, 
rteen | as can be seen by the map here- 
ound} with, would sound the death 
knell for Czechoslovakia as a 
nation. Already the Hunga- 
rians, Poles and Slovenes are 


| n-| asking that “self determination” 
the} be accorded them if it is granted 
oun-| to the Sudetens. Against this, 





1 in| English pressure on the Czech 
here | government to meet Hitler’s de- 
8. | mands appears to have little 


























chance of success. 
Under the circumstances, It 
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The Stock Market for the Next Fortnight 


BY A. T. MILLER 


A. recent lows industrial stocks, reflecting mounting 


fear of general European war, had lost half of the ap- 
preciation experienced in the fast June-August recovery. 
Rails and utilities have declined even more severely. 
This liquidation reflects widespread fright and an in- 
sistent urge for liquidity, although every intelligent in- 


vestor and trader knows—or should know—that if war 
develops on any major scale it will be only a matter of 


weeks or months before its implications become highly 
inflationary. 


inevitably be followed—probably within a few months 
—by renewed advance in economic activity and in stock 
prices. Should there be a war of protracted duration it 
would necessarily prove highly inflationary, regardless 
of Washington’s policy as to neutrality and war trade. 
Should there be a short war it would not more than 
temporarily alter the pattern of our present major re- 
covery cycle. Should the world escape, or postpone for 
a considerable time, a war involving Great Britain and 

France—and_ this, too, is still, 











War would be deplorable but 
it is not rational to lose per- 


M.W.S. DAILY 


at this writing, a possibility—our 


INDEX 
recovery would be free to roll on 
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spective and to act on impul- 
sive fears. In a setting of stress 





and uncertainty, with further — if 
severe reaction in the market a 
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Under any of these alterna- 
tives the United States will re- 
main the world’s best bet, offer- 








possibility and with the possible ud i 


temporary closing of the stock | 








exchanges to be allowed for, to 
attain a reasonable liquidity is 


ing not only the safest refuge for 
capital but also the most attrac- 





only common sense. In _ the 
event the Stock Exchange is 
closed, it is to be doubted it *= 


PRICE RANGE 


= tive oppo:tunities for the em- 
ployment of capital. One need 
not take this statement on faith 
alone. It is dramatically con- 





would remain closed longer—if 
as long—than the six months 
period of 1914. Certainly it 


firmed by the tremendous flight 
of European 
: shores—a movement speeded by 
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would be conservative for the 
individual holding securities to 
figure his own probable or possi- 
ble cash needs over a fairly ex- 
tended period and to provide 
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the war fears but which for sev- 
eral years had been persistently 
piling up unprecedented stocks 
/ of gold in our hands. Not even 
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for them. Margin positions and 

bank loans contracted for carrying securities should be 
reduced in rational proportion to the individual’s posi- 
tion and needs. 

But beyond these sens:ble safeguards it would be folly 
to liquidate sound securities in panic fear. True, the situ- 
ation looks very black. Either outbreak of war or in- 
creasing fear of it may produce further sharp market re- 
action. It might not only check our economic recovery 
but give us a temporary bus ness setback, possibly a 
severe setback. Nevertheless there is no valid reason 
for liquidating sound securities beyond the reasonable 
cash requirements of the individual unless it must be 
assumed that there will not only be a general war but 
that such war will produce another genuine depression 
in the United States and other genuine bear market. 
We do not accept the latter assumptions. There may 
be war and the initial temporary shock may be severe— 
but it will not create another depression here and it will 
not usher in another bear market. 

On the contrary the initial deflationary impact would 
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year looked its darkest did Eu- 
rope withdrew its billions of capital from our keeping. 
The center of financial gravity of the world is now the 
United States. Our frontiers are inviolate. Our posi- 
tion as a major producer of raw materials and finished 
goods—the goods of peace and war—is impregnable. 
In this market, as war alarms sound louder and louder, 
many people will liquidate securities beyond any real 
need for cash because they are afraid everybody else 
will liquidate and the market will go much lower. It is 
usually that way when fright, stress and uncertainty 
create an hysterical mass urge for liquidity—but it is also 
usually true that at the very time most people think 
cash is the one most desirable possession, that convic- 
tion soon proves to have been an illusion. It was so when 
the wave of bank closings swept over us early in 1933 
and the foolish were hoarding currency far beyond rea- 
sonable needs while stocks went on the bargain counter 
just prior to the beginning of a major bull market. 
We are frank to say that no forecast can be made as 
to how far the market may react on further bad news 
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At worst, shock of war would be temporary. Don't sell 


stocks beyond prudent need for cash. While reasonable 
liquidity is advisable, we recommend partial use of funds 


for scale-down accumulation of sound 


fom Europe. At this writing our daily industrial index 
is around 100. An additional decline of 12 per cent 
would carry it down to where the dynamic recovery be- 
gan in the third week of June. A further decline of 20 
per cent would carry it down to the secondary low of 
May 31. A decline of 36 per cent would put it back to 
the extreme bear market low of March 31. We do not 
believe the authorities ruling the Stock Exchange would 
permit it to remain open for needless sacrifice of values 
in case of war. 

It is our tentative belief that the market at worst 
probably will not fall much, if any, below the 86-90 
range in our industrial index, which corresponds with, 
roughtly, 118-120 in the Dow-Jones industrial index. A 
drop below that would threaten to wipe out virtually 
all of the preceding recovery and it is our assumption 
that the Exchange would be closed rather than permit 
such a deflation. It is an equally valid assumption that 
if the Exchange is closed, it will reopen with stocks at a 
higher level than when the official market terminated, 
for meanwhile either the need for urgent liquidation 
would have been removed or the most pressing liquida- 
tion would have been absorbed through private banking 
arrangements. 

While we fully recognize the risk in the present mar- 
ket, we are not willing to follow the mob into panic. 
War or no war, we are bullish on the longer term pros- 
pect in the United States. Therefore, we recommend 
partial use of available funds for scale-down accumu- 
lation of sound industrials for investment and longer 


_ range speculative purposes. 


So far as concerns the immediate future, the apparent 


industrials. 


capitulation of the British and the French to Hitler’s 
demands may produce a rally on the theory that if 
France and Britain will not fight there cannot be a 
general war. We would not follow any such rally. From 
all present signs, the Czechs will fight alone if necessary 
—and if they do, anything can happen. At best, we 
cannot expect early resumption of our bull market. 

There is, of course, no longer need for conjecture as to 
how the market would respond to the initial shock of 
war, for the factual answer has been given. Unlike 1914, 
war would not be a startling surprise—yet fear of the 
as yet unrealized event has over the past three weeks 
carried representative industrials down by more than 13 
per cent and our weekly index of 330 stocks by more 
than 22 per cent. In the latter index approximately 60 
per cent of the entire recovery from the bear market low 
of last March has been cancelled. The outbreak of war 
in 1914 brought a reaction of 14 per cent in industrials, 
8.5 per cent in rails and 11.2 per cent in the composite 
index. Our thin market has declined more on war fears 
than the 1914 market declined on actual war involving 
the major European powers. But don’t forget that 
within a year after a protracted war was an accepted 
fact, industrial stocks were up nearly 60 per cent and 
in less than two years the appreciation was approxi- 
mately 100 per cent. 

As this is written we have before us a copy of Tue 
Macazine or WALL Street of early 1915. One sentence 
from an article by the economist Paul Clay catches our 
eye. It is this: “After the initial economic disturbance 
of the war is over, people go about the business of money- 
making in much the same way as in times of peace.” 
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No news since the invalidation of NRA could be more cheering 


to business than a moderation of labor relations legislation. 


New Hope for Business 


if Wagner Act is Revised 


BY RAY TUCKER 


i battle for revision of the National Labor Rela- 
tions Act will furnish one of the earliest and most ex- 
citing rows at the opening session of the 76th Congress. 
Except for such deeply interested parties as the C I O 
and the board’s members, which prefer the status quo, 
the need for amendments to make the law less lopsided 
both in purpose and practice is generally recognized. 
To business men revision of the act is vital. No legis- 
lation since N RA has irked them more, and the modi- 
fication of no other legislation could have such profound 
effect in improving business sentiment. But the struggle 
has assumed such fierceness in labor and political circles, 
and it involves so many “pressure groups,” that the out- 
come will remain in doubt until the roll is called up yon- 
der on Capitol Hill. 

President Roosevelt conceded the necessity for 
“clarification” after a Hyde Park conference with Wil- 
liam Green, president of the American Federation of 
Labor. But he immediately hedged on his vague prom- 
ises after a talk with such CIO representatives as 
Sidney Hillman and David Dubinsky. Even in the 
face of Mr. Green’s public protest, the Chief Executive 
renamed Donald Wakefield Smith to the board. The 
reappointment was tantamount to a vote of confidence 
in the labor commissars, for it is this same member 
whose alleged favoritism for John L. Lewis’ organiza- 
tion has provoked discontent in Mr. Green’s rival camp. 
Likewise Mr. Smith has exhibited a prejudice against 
employers in managing this three-year-old experiment 
in the delicate and difficult field of worker-and-boss re- 
lationships. Thus it seems certain that no assistance in 
obtaining revision can be expected from the White 
House, and that relief must be sought from Congress 
alone. 

Before discussing in detail the proposed amendments, 
and their chance of acceptance by the legislators, it will 
be helpful to set forth the chief criticism of the law as 
now drawn and administered. 

The employers believe, first and foremost, that it af- 
fords all advantage to labor—more specifically, to the 
Lewis faction—and none to them. For instance, it pro- 
hibits “unfair labor practices” on the part of the man 
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who hires, but it says nothing about questionable tac- 
tics on the part of the unions. It bars “coercion” from 
the top but not from the bottom. It does not outlaw 
the sort of “persuasion” which walking delegates are 
wont to use in exciting moments. It permits labor to 
file complaints with the board but it gives no such in- 
itiative to the employer. In every proceeding the latter 
is the defendant. Worse still, the commissars usually 
proceed on the assumption that the boss is always wrong. 

Many business men also complain that the board has 
arrogated authority not delegated by Congress. They 
insist that, in requiring employers to underwrite collec- 
tive bargaining agreements with written contracts, the 
administrators have reached out for power not con- 
ferred by the Wagner Act itself. Lastly, employers 
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Wide World Photos 


Senator Robert F. Wagner, N. Y. John L. Lewis 
Father of the Act "Defender" 


grouse because they are forbidden to discuss the wis- 
dom of union affiliation with their men, whereas rival 
union representatives are permitted to stage a tub- 
thumping campaign for recruits within the walls of their 
plants. Even where a majority of the workers are satis- 


tac- : : j i 

from fied with their arrangement with their boss, the board 
flaw often forces them to hold an election to decide whether 
are outsiders—the C I O or the A F of L—shall represent 


rte them. 
These problems may seem academic to those who 


| in- 

tter never had to meet piled-up orders or a pay roll, but they 
ally work exceedingly practical hardships on employers, em- 
ong, ployees and consumers alike. With a proprietor unable 
has to demand an official ruling on the collective bargaining 
hey agency in his place, the timing of the request is left to 
‘ the rival unions. It frequently happens that neither 


the the C I O nor the A F of L will petition the board for 
an election for fear that neither side would win out at 
the particular moment. They prefer to continue their 
i campaigns for members, and as often as not they will 
] call a strike to obtain their demands. 


Oon- 
7ers 


Under such circumstances the workers lose their 
wages, the employer his profits and the ultimate con- 
sumer foots the bill. The simple remedy appears to be 
an amendment authorizing the board or the boss to 
intervene and force a showdown—to end what, in reality, 
is a jurisdictional dispute rather than a controversy 
over wages. hours or working conditions. 

These stalemates may impose even more severe hard- 
ships on the employer. During the debating and cam- 
| paigning period he has no way of knowing which group 
he should recognize as supreme in his plant. He may 
even exercise his old-fashioned right to discharge trouble- 
makers, not so much for their union views as because 
they slow down production. But if he refuses to dicker 
with the union which eventually proves to be in the 
majority, he may be penalized in the form of payment 
of back wages. Obviously, with such turmoil upsetting 
all his schedules, he cannot accept advance orders with 
any assurance of delivery, or fix a price scale. His quo- 
tations may be upset by these dogfights and the unex- 
pected costs which they entail. 

Industry’s central need, therefore, is a prompt and 
fair decision from the board. And that requires a 
thorough overhauling of the administrative machinery— 
also a more unbiased and reasonable attitude on the 
part of the administrators. Otherwise, the law that was 
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William Green J. Warren Madden 
"Opponent" Administrator 


designed to bring industrial peace will continue to pro- 
mote labor warfare, to embitter further relationships 
between the men in shop and office, and to throw up 
new barriers against permanent recovery. 

As further evidence of the law’s lopsidedness, there is 
the fact that the A F of L is as insistent upon revision 
as the Chamber of Commerce of the United States and 
the National Association of Manufacturers. Mr. Green 
contends that the act has unfairly exalted the C I O and 
discriminated against the older labor organization. He 
attributes this strange development to the “pro-C I O 
bias” of the commissars in interpreting and applying 
the statute. Their decisions, he holds, have consistently 
flouted the rights of the Federation’s craft unions and 
favored Mr. Lewis’ industrial setup. 

The board, it must be remembered, is empowered to 
decide which kind of union shall negotiate with the em- 
ployer—craft or union. In most cases it calls for a 
secret ballot of employees when the question is in doubt. 
That process seems democratic enough, but it doesn’t 
always work out that way. For the board can—and 
does—nullify this system by exercise of its vast dis- 
cretionary power. It may say whether elections shall 
be conducted along craft or industrial lines. It fre- 
quently rules that the Lewis lineup is preferable, even 
though many craft unions may be thoroughly and effi- 
ciently organized at the moment. In such cases Mr. 
Green’s skilled operatives are usually outvoted by Mr. 
Lewis’ horde of semi-skilled workers, and the latter 
become the bargaining agency for all the employees. 

The A F of L also indicts the N L R B for cancelling 
contracts previously concluded between its unions and 
employers. Without even holding elections, Mr. Green 
charges, the board has abrogated agreements out of 
mere suspicion that employers signed up with the Fed- 
eration because they preferred to do business with the 
older and more responsible faction of labor. Such fa- 
voritism has been branded as “unfair labor practices” 
by the honorable commissars. 

As remedies, Mr. Green proposes that “the majority 
of any craft or class of employees shall have the right to 
determine who shall be the collective bargaining agent.” 
He aims to break down the enormous advantage which 
the board’s attitude has afforded to his famous feudist— 
Mr. Lewis. 

Mr. Green would also strip the board of its quasi- 
judicial powers. As an (Please turn to page 709) 
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Fourth Quarter 
Prospects for 


Business 


BY WARD GATES 


As judged solely by currently visible domestic factors, 
the fourth quarter business outlook is preponderantly 
favorable. For even so short a period of time ahead, 
however, intelligent forecast is made uncommonly diffi- 
cult by present acute fear of a major European war. A 
sample of the disruptive and initially deflationary effect 
of war has been seen in recent severe decline of world 
security markets, including our own, in the pressure on 
foreign currencies and in the mounting flight of capital 
to this country. 

The economic and financial repercussions felt in this 
country during the early stages of the World War do 
not necessarily provide an entirely accurate guide as to 
what would happen now in the event of war. We were 
in a downward business cycle when the World War be- 
gan. It continued down for several months thereafter 
and it was not until the spring of 1915 that the composite 
business index recovered to where it had been just prior 
to the outbreak of the war. By early 1916 industrial pro- 
duction was nearly double the lowest level of 1914 but 
over the next three years it showed no further gain. 

During the first year of the World War the broad com- 
modity price index of the Bureau of Labor was notably 
stable, with rise in commodities of a military nature fully 
offset by decline in prices of other types of goods—but 
late in 1915 a sustained general price inflation began. 
In the stock market industrial issues began to rise about 
six months after outbreak of war, showing an average 
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appreciation of about 75 per cent from the low in the win- 
ter of 1915 to a high in the autumn of 1916, but the trend 
was down through 1917, there was but a modest gain in 
1918 and the close of the latter year found fifty represen- 
tative industrials at approximately $56 average price 
against $40 just before the war started. 

The setting is different now in that a firm cyclical 
recovery from a brief but severe depression was clearly 
underway and still in its early stages before the present 
acute war fear developed. Therefore any temporarily 
adverse effect of war on business would interrupt or re- 
tard a rising cycle rather than prolong and extend a 
downward cycle. Initial adverse business effects would 
stem partly from decline in normal exports prior to in- 
crease in war exports, but the most potent effect would 
be business and investor urge for increased liquidity. The 
stock market is subject to more extreme fluctuations now 
than in 1914 and business is more stock market conscious 
than in 1914. Hence either severe decline in the market 
or closing of the exchanges, as actual war would dictate, 
would be psychologically depressing. 

Aside from these general observations, comment on 
war possibilities and business results would be futile. 
Much would depend on whether war proved of brief or 
protracted duration, how many and what countries were 
involved, whether the United States remained neutral 
and on what policies Washington adopted as to war trade 
restrictions, war profit taxes, ete. 
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Putting aside humanitarian considerations and regard- 

less of the fate of Czechoslovakia, our economic concern 
lies in the threat of a war involving Great Britain and 
France. Otherwise what happens in Eastern Europe or 
the Balkans is of scarcely more direct economic import- 
ance to us than the wars now going on in China and 
Spain. At this writing we are at least permitted to hope 
that Britain and France will escape such a war. It is on 
such hopeful assumption that the rest of this analysis of 
the fourth quarter business outlook rests. If that hope 
is dashed both our general forecast and our predictions 
as to individual industries may, of course, be thrown 
askew. 

Realistic appraisal of the business trend requires brief 
examination of the primary monetary factors, inventor- 
ies, price and cost relationships and production outlook 
in key industries. Of all these, changes in monetary 
factors possess greatest barometric significance, although 
the degree and timing of their influence on economic 
activity will at all times be conditioned by existing sup- 
ply-demand factors, price-cost relationships, business 
confidence in the profit trend, etc. 

Government credit policy, Government spending, 
bank deposits, bank investments, bank loans, corporate 
new capital financing and public purchasing power are 
all monetary factors. If it were possible to lump all of 
these together in one composite chart it would be seen at 
a glance that the present trend is strongly inflationary— 
or “reflationary,” if you prefer—whereas it was deflation- 
ary a year ago. 

Without going into the complex details of Federal 
pump priming, Federal Reserve Board credit policy and 
Treasury handling of mounting stocks of gold, suffice it 
to say that the Government’s over-all monetary policy 
for months to come will be fully as inflationary as was 
the policy which provided the foundation for the rela- 
tively high level of 1936-1937 business activity. 

Disregarding confusing week-to-week changes, the un- 
derlying trend of bank investments and demand de- 
posits is upward. Bank loans thus far are static but in 
recent years this credit indicator has had little or no 
barometric significance, especially in early phases of eco- 
nomic revival. 

Until temporarily checked by the war scare and 
collateral easing of the bond market, new capital financ- 
ing by corporations was supplementing Government 
pump priming in greater degree than during 1934 or 1935 
or 1936. Indeed, from June to mid-September this 
private stimulant to economic expansion was close to the 
monthly average of 1937. Although such financing 
remains far under pre-1929 levels, it does reflect a greater 
willingness of corporate management to go ahead on 
long range plans than was seen at any time in the early 
stages of the first New Deal recovery. In part this is 
due to increased confidence in our political outlook, in 
part to competitive necessity and in part to psychologi- 
cal resignation among business men to the Government’s 
much increased sphere of economic influence and activity. 

The remaining monetary factor to be appraised is pub- 
lic purchasing power. Taking the Department of Com- 
merce monthly index of national income payments, allow- 
ing for changes in population and in the cost of living, 
the writer calculates present public purchasing power 
per capita at approximately (Please turn to page 712) 
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Fourth Quarter Outlook By Industries 


(Assuming War Fears Wane) 


BUILDING—Substantial gain over fourth quarter of last 
year certain, with 1938 total only moderately under 1937 
and well above 1936. 


AUTOMOBILES—Volume should approximate 800,000 


units, a greater than seasonal gain, but about 25 per cent 
less than in last quarter of 1937. 


STEEL—The quarter's output will better that of a year ago, 
although probably averaging no better than 50 to 55 per 
cent of capacity. 

MACHINERY—Machine tool orders should rise substan- 
tially, and for the quarter may equal volume of a year ago. 

FARM EQUIPMENT—Outlook remains unfavorable, due to 
continuing low farm prices and substantial decline in farm 
purchasing power. 


RAILROADS—Seasonal peak in loadings will not materially 
top 700,000 cars and will be well under year ago level. 


RAIL EQUIPMENT—Orders remain at a seriously depressed 
level and are unlikely to show important fourth quarter 
improvement. 

UTILITIES—Greater than seasonal gain in electric output 
likely but probably will not top the year ago level. 

UTILITY EQUIPMENT—Fourth quarter orders should better 


those of a year ago, with utility capital expansion for the 
year only moderately less than in 1937. 

OFFICE EQUIPMENT—General recovery trend, improved 
products and continued labor saving urge point to moder- 
ate fourth quarter gains. 

HOUSE FURNISHINGS—Will benefit materially from rise 
in residential building and increasing consumer demand 
for durable goods. 

NON-FERROUS METALS—Statistical position of copper, 

lead and zinc much improved. Demand and price trends 

up. 

OlL—Nearby outlook uncertain, with stocks too high as 
seasonal decline in gasoline consumption begins. 


TEXTILES—Fourth quarter output of rayon, woolens and 
cotton cloth will better that of a year ago by a decisive 
margin. 


AIRCRAFT—Volume of orders continues to mount and the 
year will set a new sales peak. 


CHEMICALS—Fourth quarter should register considerable 
increase in volume, with demand from textile, paper and 
shoe industries above a year ago. 


PAPER—Volume in final quarter will better that of a year 
ago, with kraft division making best showing. 


RETAIL TRADE—Loss in volume from a year ago now can- 
celled and fourth quarter should better that of 1937 by 
from 5 to 10 per cent. 


LIQUOR—There seems no reason to expect more than the 
usual seasonal gain and price structure is none too firm. 


MOTION PICTURES—While seasonal trend is favorable, 
outlook is obscured by Federal anti-trust suit and shrinkage 
in foreign business. 





















Outline 


of a New Economic Order 


Digest and Critique of the Memo- 


randum of A. A. Berie, 


Jr., to 


Monopoly Investigating Committee 


BY LAURENCE STERN 


—_ the so-called Monopoly Investigating Com- 
mittee, made up of members of Congress and heads of 
New Deal administrative agencies, the Government is 
undertaking a critical re-appraisal of the capitalist sys- 
tem as it functions in this country. The target aimed 
at is far bigger than mere “monopoly.” The general 
idea is to lay the foundation for legislation out of which 
will emerge a “modernized capitalism” combining the 
best attributes—as judged by 


important points contained therein. In the material 
below the substance of Mr. Berle’s suggestions is pre- 
sented in our regular type and the comment of this pub- 
lication in italics. 


General Objectives 


Essentially investigation of the present economic sys- 
tem should be an objective search 





political standards—of private in- 
itiative, Government regulation 
and Government ownership. 

By request of certain members 
of the committee, a confidential 
12,000 - word “Memorandum of 
Suggestions” was recently pre- 
pared by A. A. Berle, Jr., one of 
the original and most respected 
members of the Roosevelt “Brain 
Trust” who has since resigned 
from the State Department to 
return to the faculty of Columbia 
University. This frank, authori- 
tative, non-political document— 
made public after portions of it 
leaked out—should be of vital in- 


The "Memorandum of Suggestions" 
by A. A. Berle, Jr., charting a course 
for the Monopoly Investigating Com- 
mittee, has attracted widespread inter- 
est among business men and investors. 
A prominent member of the original 
New Deal "Brain Trust," Mr. Berle speaks 
frankly and authoritatively in advancing 
recommendations out of which may come 
far-reaching changes in the American 
economic system. For the convenience 
of our readers we herewith present a 
digest of this document, accompanied 
by our own comment on each of its 
more important portions. 


for a business organization that 
actually works satisfactorily. Does 
it provide an adequate supply of 
goods as tested by the “normal 
market?” As tested by the ap- 
parent needs of the people? Does 
it provide a maximum number of 
people with opportunity to make 
a living? Does it function with 
due regard for the liberty and 
self-development of the individ- 
ual? 

There can be no valid disagree- 
ment with these objectives and 
standards of test, except to say 
that a “normal market” is a mat- 
ter of highly conjectural theory. 





terest to every business man and 
every investor because it outlines 
a course of investigation out of which will come funda- 
mental changes in our economic order, in the relation- 
ships between the Government and business and in the 
American way of life—if the New Deal retains political 
power. 

The ideas of Mr. Berle conflict in part with some 
Roosevelt preconceptions and misconceptions, but their 
underlying philosophy is that of the New Deal itself. 
The purpose of this article is to digest the lengthy 
memorandum as briefly and accurately as possible in 
order to bring its highlights to the convenient attention 
of our readers, and at the same time to interpolate the 
opinions of THe Macazine or WALL Street on the more 
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Nobody really knows what it is 
or should be. 


Unfounded Assumptions 


Previous monopoly investigations have started with 
a set of preconceptions and there is danger that this one 
will do the same. It is in order to note a few of these, 
as follows: 

1. It is erroneously assumed that administered prices 
and absence of true competition are modern attributes 
of Big Business. In the early nineteenth century the 
village blacksmith, the village gristmill and the village 
grocery store were monopolies and they charged con- 
ventional or administered prices. Such competition as 
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developed in small town business really was due mainly 
to the advent of the automobile and large scale enter- 
prises such as the mail order houses and, later, the 
chain stores. 

2. In large cities there has been intense competition 
between small business units, but the benefits of such 
competition are open to question. Actually high-speed 
competition units of small size are as likely as not to 
produce conditions that are socially and economically 
undesirable, if not cruel. Small business is no more 
humane than big business. 

3. There are two preconceptions about size, which can- 
cel each other—one, that large scale enterprise is more 
efficient; the other, that it is less efficient as it grows 
over-large. What do we mean by “efficiency?” An old- 
fashioned farm can be considered highly efficient if, in 
addition to assumed cost of production, we take into 
account continuity of employment, ability to use the 
energies of old people and adolescents, ability to take 
care of sickness and give some scope for individual crea- 
tive ability. On the other hand an “efficient” factory 
may merely be an enterprise which has succeeded in 
unloading the maximum possible amount of obligations 
on the community, to be handled socially. The only 
practicable method of handling the investigation is to 
assume that people are entitled to want what they do 
want, and to define economic efficiency as giving them 
what they want. People ought to want 7-cent milk 
and ought to be willing to walk a few blocks to get it 
but what they actually want is 12-cent milk delivered 
to their door. Any effort to give the people what some- 
body thinks they need, instead of what they desire, will 
become tyranny. 

With these three observations we agree, but would 
add that where inefficiency exists in either small or large 
enterprise, competition under any system of free initia- 
tive will correct it. For example, competition of smaller 
companies in recent years has forced United States Steel, 
biggest industrial enterprise in the world, to revamp its 
executive personnel and spend hundreds of millions of 
dollars modernizing its plants. 


Relationship of Government to Business 


The immediate problem to be dealt with in the in- 
vestigation is the relationship of government to business. 
The first step should be to ascertain the precise subsidy 
or contribution which government—Federal or state— 
is now making directly and indirectly to existing business. 

Listed as direct or indirect subsidies are: aid to the 
merchant marine and airway lines; low mail rates granted 
newspapers; exemptions from taxes; government orders; 
the special privileges represented by patents, trade- 
marks; exclusive licenses for radio broadcasters; state 
licenses for utilities, bus lines, etc.; the tariff; govern- 
ment protection of prices, such as in the sugar quota 
system and regulation of insurance rates; loans to busi- 
ness by the R F C; provision of public highways as a 
collateral subsidy upon which the automobile market is 
dependent; and, finally, unemployment relief. . Regard- 
ing the last-named, the point is made that since labor 
is as necessary to production as plants, maintenance “of 
a large body of labor normally ought to be a charge on 
production in one form or another.” 
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Wide World. 
A. A. Berle, Jr. 


We can not follow Mr. Berle here. It is obvious that 
in the long run government under a capitalist order can 
not contribute financial aid to the business organization 
as a whole since government revenues derive from capi- 
talist production and trade. Moreover, subsidies of any 
kind are optional with government, and in investigation 
of them it would seem more logical to probe government 
policy than the organization of business. Finally, the 
suggestion that the committee look into unemployment 
relief as an indirect “subsidy” to industry is futile non- 
sense. By this fine-spun theory public relief payment 
to an unemployed farm hand is a subsidy to the farmer, 
relief to an unemployed domestic servant is a subsidy 
to the last housewife for whom such servant worked, and 
relief to an unemployed carpenter is a subsidy to those 
who are keeping the carpenter out of work by not being 
able to build houses. Under any kind of a free profit 
system, enterprises subject to wide variations in con- 
sumer demand can no more maintain a permanent nor- 
mal labor staff than they can maintain purchase of raw 
materials in fixed volumes. 


Non-Government Privileges 


The aim of this phase of the investigation should be 
to determine the effect of certain private mechanisms 
on the development of the industrial structure. 

1. The workings of the commercial banking system, 
in extending short term credit to industry, should be 
investigated. Why do some companies have access to 
short term credits and others do not? In part it is the 
relationship of management to banks; in part, it is the 
assets and size of the company; in part, it is the success 
of the company. The larger the company the less it 
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relies on short term credit, at least directly; though it 
frequently does so indirectly by pushing the burden of 
carrying inventory on to its agents or selling outlets. 
Short term credit today is less an agency of production 
than of distribution. An example is installment selling, 
where the manufacturer induces the customer to bor- 
row money instead of borrowing it himself. Another 
phase of the problem is the improvement in the status 
of a company as a borrower by the mere process of hav- 
ing access to the stock market, as this status enables it 
to borrow on its securities rather than its assets and to 
borrow a great deal more. Down to a certain point in 
the short term credit field there is less discrimination in 
terms of size than in the long term credit field noted 
hereafter, but certain discriminations will readily appear. 

Investigation of the workings of the commercial bank- 
ing system in extending short term credit can not reveal 
anything beyond what is now common knowledge not 
only to all bankers, but also to the F DI C, the Comp- 
troller of the Currency and the Reserve Board. The 
reasons why some companies can not get short term 
credit are well known to the bank examiners. In fact 
the bank examiners and the government regulations un- 
der which they work are themselves the biggest reason. 

2. The large scale enterprise has a huge preferential 
position in the matter of raising long term capital; and 
this is the greatest single factor in encouraging large scale 
as against small scale industry. There is almost no ma- 
chinery by which any concern can enter the capital 
markets on decent terms to obtain capital of less than, 
say, $3,000,000. A big concern with securities listed on 
a national exchange can raise several times the amount 
of capital on a given amount of assets than can the 
individually owned or family enterprise. 

This is obvious but not as significant as Mr. Berle 
thinks. The biggest single source of industrial capital 
has always been surplus profits. Assets of some of our 
biggest companies, notably Ford and General Motors, 
represent re-invested earnings rather than borrowed 
capital. While most big companies list on the Stock 
Exchange, many strong, closely held enterprises of me- 
dium size see no advantage in listing, although in in- 
stances their assets and sales volumes exceed those of 
certain smaller companies whose securities are listed. 

8. Bigness is fostered by the ability to purchase in 
large volume. This may not be either wicked or uneco- 
monic, but it is fair to ask where the saving goes. For 
example, are the real profits of the chain store derived 
from the elimination of waste, or are they derived from 
the exploitation of store managers on the distribution 
side and of competing small suppliers on the production 
side? 

It should be obvious in elementary economics that the 
saving in the case of the chain store goes mainly to the 
consumer. Otherwise he would not patronize the store 
in preference to the independent store in the next block. 
It should be equally obvious economics that in no event 
can the chain store exploit its employees in any greater 
degree than similar workers are exploited by independent 
stores; and that suppliers will inevitably and invariably 
sell in markets they consider most favorable. 

4. It is axiomatic that a small enterprise can not cope 
with a powerful labor union. A large company can meet 
labor demands either by passing the cost to the consumer 
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or by increased mechanization. Consideration oughj 
to be given to the possibility of uniform wage scales jn 
competing industries. If there is a differential, the in. 
dustry having the lowest wage has an advantage. |t 
may possibly be found that non-uniform labor contracts 
are as dangerous as railroad rebates used to be in the 
olden days—that is, that it is as dangerous to allow dis. 
crimination to labor unions as to public service agencies. 

This is generally sound, but of only academic inter- 
est. The present Government may requlate industry 
but is loath to regulate unions. 


Concentration of Power 


Attention should be given to concentration of power 
but this should not be confused with concentration of 
property or ownership. Property is one thing and power 
another. The Van Sweringens were no less powerful at 
the end of their lives, when they were bankrupt, than 
they were in midstream when they had a great fortune. 
The most obvious methods of control are well known, 
including: ownership; joint ownership with others; own- 
ership of voting stock; ownership of controlling voting 
minority; ownership of a special class of stock over- 
weighted as to voting rights; holding companies: inter- 
locking directorates; unity of financial group control, etc. 

But concentration of power is more likely to come 
from unity of interest than from any legal device. This 
matter seems almost beyond legal contre]. You can not 
prevent men whose interests are about the same and 
whose minds run along similar lines from doing about 
the same thing at the same time. Desire to monopolize 
a market, directly or through alliances, reflects anxicty 
to insure economic survival rather more than effort to 
garner huge profits in most cases. In considering results, 
one might compare the steel industry with the highly 
competitive textile industry and ask whether the coun- 
try would be materially better off if steel production 
were to follow the pattern of the textile mills. In some 
situations a controlled cartel might liberate individuals 
in the industry a good deal more than would uncontrolled 
competition. 

This is the sanest, most realistic view of concentrated 
economic power that has come from any one identified 
with the New Deal and is in refreshing contrast to the 
“Sixty Families” bunk sensationalized by Ickes, Jackson 
and other political breast-beaters. 


Appraising Industry's Job 


In each industry examined the real question is whether 
a good job is being done from all points of view —from 
the point of view of employment and wages; output, as 
actually marketed and as apparently needed; price policy 
in effect upon distribution; and waste in the process of 
production and distribution. How much spread is there 
between direct production cost and ultimate cost to the 
consumer? Who gets the difference? What are the 
operating profits of the industry? Is it better to have 
a rapidly developing technique in industry, regardless 
of who is hurt in the process, or to have a regulated 
technique under cartel organization? As a part of the 
audit of any industry, what happens to the people 
engaged in it? (Please turn to page 708) 
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= purchasing power is a vital factor im our na- 
tional economic and industrial welfare and the trend 
of farm income rates serious consideration in any evalua- 
tion of the general business prospect. 

Preliminary estimates of the Department of Agricul- 
ture place total farm income this year 12.8 per cent 
lower than 1937. But it will be noted that even this is 
far above depression level. Moreover payments for soil 
conservation, adjustment and parity payments against 
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this year’s crops, crop loans, and Government purchases 
in primary markets, all add up to some billion dollars 
which will go into the farmer's pocket, over the next 
twelve months. This will exceed current Government 
payments and bounties by about 15 per cent. 

It is apparent that the Government is determined that 
any threat to the farmer’s purchasing power will be short 
By the same token, the effects of the drop in 


lived. 
1, income are likely to be brief. 


current farn 
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BY E. 


Purge failure aftermath is biggest political puzzle. 
Most observers give Roosevelt credit for realizing purge 
might not work and for having a plan for that eventu- 
ality since he deliberately wrecked chances of harmoniz- 
ing party differences in next two years. Favorite guess 
is he wants to rid his coat tails of all fair-weather fol- 
lowers, brand every politician definitely as either con- 
servative or Roosevelt-type liberal (Mr. A and Mr. B), 
and by 1940 force a clean-cut realignment of parties on 
these Imes; that he realized temporizing with luke- 
warm supporters endangered future liberal control of 
the party and perpetuation of New Deal objectives. 


Offer of support of non-Democratic liberals against 
party conservatives extended by Roosevelt confounds 
political leaders who have put party regularity above 
all else and who have lined up much support of New 
Deal measures on this ground. It furthers the Demo- 
cratic cleavage, encourages minor parties, and invites 
candidates from the lunatic fringe, since any who spon- 
sor government doing more for reform and uplift can 





WASHINGTON SEES — 


Democratic party split more certain. 

Scope of monopoly inquiry expanding. 
Wage-hour law scope unsettled. 

War possibilities entering all official plans. 
Electric power shortage alarms Roosevelt. 
Mexican relations due to get worse. 

Food and drug restrictions shaping up. 
federal credit for 


Renewed interest in 


business. 


Social security entering politics. 





rightly claim Roosevelt’s support against moderate 
progressives. By stressing “politics of principle,” Roose- 
velt thus rates good intentions above sound and tried 
methods. 


Monopoly study will be the big business story for years. 
Inquiry will be barely under way when Congress meets, 
and more funds and longer life will be asked. Twenty- 
four-billion-dollar insurance industry is first to get ques- 
tionnaire, with trade associations second, but other 
industries may be earlier on schedule of public hearings 
which won’t start before late October, and then trade 
practices rather than individual industries will be the 
subject of inquiry. Scope of problem is constantly being 
enlarged and probers have already concluded there is no 
one solution and whole series of laws fitting into broad, 
long-time program will result. 


War possibilities influence all official acts and planning. 
European war, assuming we keep out, would have far- 
reaching effects on United States business, employment, 
foreign trade, domestic prices, and other economic con- 
ditions; also influence major government policies, as war 
threat would lead to further strengthening of central 
government and powers of the President; politically, 
Roosevelt would have many opportunities to enlarge his 
prestige as world figure and probably also to increase 
his hold over voters through demands for national unity 
in time of crisis. 


Neutrality policy will be overhauled next spring. 
Present law expires in May, so issue can’t be avoided. 
Administration dislikes it because of its inflexibility, 
would like a law to apply only to aggressor nations; the 
technicality by which its application to Japan and China 
was avoided would not avail in case of European con- 
flict. What Roosevelt would like is some way to remain 
neutral in military sense while giving economic aid 
to support of democracies. This would mean a political 
battle, regardless of European developments, and isola- 
tionist and pacifist groups are preparing for it. If there 
is war abroad, this country will be flooded with propa- 
ganda of all sorts; recent State Department regulations 
requiring registration of foreign agents is a prepared- 
ness step. 
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wor planning is intensified by United States military 
wficials, though not hysterically. Chief attention is to 
inilding stocks of essential supplies not readily procur- 
ible and in fitting industry to turn out military equip- 
nent rapidly and efficiently. Lack of such plans was 
our chief handicap in 1918. Educational orders program 
nay be expanded next year. 


Power shortage possibility in case of war really has 
Roosevelt’ scared. Survey shows excess production 
«pacity in industrial centers would be wiped out with 
mly moderate business boom and could not begin to 
meet war-time demands of industry. Moreover, lack 
of sufficient interconnection makes seaboard cities vul- 
yerable in case of local failures or bombings. Committee 
working on problem is realistic, not dominated by re- 
orm theories. Result may be speeding up of SEC 
plans for reshuffling holding company systems and, if 
jtuation is painted sufficiently serious, New Deal may 
acede to some truce with private utilities to induce fur- 
ther investment in new generating plants and inter- 
ystem hook-ups even if this should involve modifying 
ederal restrictions on companies which thus would 
become interstate. 


New legislation of any sort will be handicapped during 
next session, first by consideration of appropriation bills, 
then by imperative tax revision, then by bills for extend- 
ing various expiring authorizations including neutrality 
hw, gold stabilization fund, R FC lending powers, hot 
oil law, and others. Add to this many controversial 
hold-overs, like government reorganization and regional 
power planning, and it appears that any extensive new 
program the administration may offer will be shoved up 
against late spring adjournment pressure. 


Mexican relations have reached an impasse, though 
outward forms may be maintained through negotiations 
over agrarian land payment which no one expects to 
bring results. Belief is State Department is much 
embarrassed and handicapped by Ambassador Daniels’ 
reported actions in misleading Mexican government into 
thinking Roosevelt administration entirely sympathized 
with its socialization program and would not defend 
interests of U. S. capitalists. State Department is wor- 
ried, as stake involves much more than present claims 
against Mexico, large though these are, and includes 
safety of all U. S. foreign investments, Latin-American 
friendship and future foreign policy. 


Oil barter arrangements made by Mexico with Euro- 
pean nations in exchange for manufactured products 
and particularly industrial machinery form a_ serious 
threat to future United States exports. Word is Mexico 
is arranging for many products formerly brought here 
and, more important, for construction of large plants 
to make commodities for export to South America, in- 
cluding fertilizer, chemicals, paper, gasoline, rayon. 


Food and drug interpretations will be strictest possible 
under new law, it is indicated by preliminary actions of 
Department of Agriculture, although permanent regula- 
tions will be the subject of hearings and procedure for 
review of administrative determinations may be evolved. 
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Is Your Business in Interstate 
Commerce? 


Wage-hour administrator’s plans to issue 
regulations on what industries are in inter- 
state commerce and subject to the law may 
mislead many since observers doubt he has 
this power. Employer relying on adminis- 
trator’s interpretation might be charged 
with violation and fined by local federal 
court. Andrews will be guided by inter- 
state commerce rulings of N L R B, although 


definitions in the two laws are not identical. 





Projected application of “new drug” provision will make 
it difficult for new producers to enter field and even for 
old ones to expand; “dangerous drug” provision is already 
being used to restrict many products to physicians only. 


Wheeler-Lea act is now showing its teeth. Federal 
Trade Commission has begun issuing complaints against 
deception of consumers and is trying out its injunctive 
powers to stop false food and drug advertising. F T C is 
determined to belie Congressional] criticism that it is too 
slow and lenient. 


Business credit institutions, federally controlled and 
financed, to supply capital and intermediate credit to 
small business, considered monopoly study as possibility 
of equalizing competition with big business. Idea for- 
merly advanced without gaining much administration 
support, but the suggestion that it could be important 
control device adds interest. 


Title companies may be object of next drive by New 
Deal to lower cost of home owning and financing. Com- 
mittee of federal housing, farm and lending agencies is 
drafting proposed uniform state law for low-cost land 
title registration system with state guaranteeing titles. 
Said to work well in Hawaii. FHA, HOLC, FCA, 
et al. complain of big costs and delays of title abstract 
company methods in many states. 


Private truckers may fight IC C’s interpretation of 
section of motor carrier act purporting to give commis- 
sion right to regulate type of equipment, hours of opera- 
tors, and kinds of containers and packing in name of 
highway safety. Oil and chemical companies will be 
most hit by new safety regulations. 


Alaska highway financed through Canada by United 
States while viewed by some strategists as of much mili- 
tary importance, is being talked mainly, along with other 
overtures to Canada, as an attempt to get agreement 
on St. Lawrence’s seaways and power project which has 
long been one of Roosevelt’s pet objectives. 








Changes Its Line and Makes It Pay 


Allis-Chaimers Shows Interesting Evolution and 
Betters Prospects for Future Profit 


BY C. HAMILTON OWEN 


— in terms of sales Allis-Chalmers Manufac- 
turing Co., is the third largest manufacturer of farm 
tractors and implements. Thus simply stated this is not 
a particularly startling fact, merely identifying the com- 
pany’s relative position in a major industrial field. Ac- 
tually, however, the statement is the more noteworthy 
for what it fails to reveal than for what it does. 

Some ten years ago, Allis-Chalmers was classified in- 
dustrially chiefly as a manufacturer of various types of 
heavy milling machinery and electrical equipment. To 
be sure, the company had developed a line of tractors 
but in 1927, for example, out of total sales amounting to 
nearly $31,000,000, less than 8 per cent, or about $2,350,- 
000, was accounted for by the farm equipment division. 
Contrast this with more recent years. In 1935, dollar 
volume of farm equipment sales accounted for nearly 





GROWTH OF FARM EQUIPMENT DIVISION 








ALLIS-CHALMERS 


aes PERCENT OF 
ee TOTAL SALES 

- PERCENT OF 
“74 TOTAL PROFITS 
7 











PERCENT 





























55 per cent of all the company’s business volume; and in 
1936, out of total sales of $58,000,000, farm equipment 
contributed some 58 per cent or $33,729,000. Even more 
significant have been the contributions made by the 
farm equipment division to the company’s profits. 
Whereas in 1927, sales of farm equipment contributed 
less than 3 per cent of profits, they accounted for nearly 
80 per cent in 1935 and 66.4 per cent in 1936. The data 
contained in the recent report of the Federal Trade Com- 
mission on the farm equipment industry are the author- 
ity for these figures. 

Behind the ascendancy of Allis-Chalmers from a low- 
ly to a dominant position in the farm equipment indus- 
try lies a chronicle of managerial foresight, planning and 
development, the net results of which have been not only 
to strengthen the company’s position as a going business 
through a greatly enlarged industrial scope but to re- 
vitalize its opportunities for future growth. Most as- 
suredly Allis-Chalmers’ is not a static business. 

Even before the company became an effective factor 
in the farm equipment industry, Allis-Chalmers was by 
no means a one-product organization. It was and still 
is one of the top-ranking manufacturers of electrical 
equipment and the company has long been one of the 
foremost manufacturers of heavy industrial machinery. 
Its varied output of factory and plant equipment in- 
cludes cement machine crushing machinery, flour mill 
machinery, hoisting equipment, mining machinery, 
pump, steam and hydraulic turbines, saw mill ma- 
chinery and road building equipment. 

Despite this wide diversity of products, they all fall 
within a single category—industrial durable goods— 
for which large scale demand is subject to considerable 
variation. Nowithstanding its excellent competitive 
prestige the company ten years ago was without the re- 
sources to offset the extreme peaks and valleys in its 
business, which occurred between good times and bad, 
and their accompanying degrees of willingness and abil- 
ity of other industries to expand and replace plant 
equipment. Other large electrical equipment manu- 
facturers such as General Electric, for example, were 
able to cushion the shocks of a general business de- 
pression by having an extensive line of lighter products, 
such as household equipment, which entered into direct 


THE MAGAZINE OF WALL STREET 


use. 










busin 
meal 
of A 
other 
equi] 
in th 
tion 
howe 
did s 
“son 
ment 
othe! 
chine 
shall 
disct 
Ju 
lecte 
as % 
grea 
its b 
haps 
chan 
nific 
first 
1915 
plow 
thre 
the 
Boa 
for t 
of tl 
meet 
Falk 
to n 
recu 
the « 
be ¢ 
rem: 
exce 
its f 
R 
tors 
Cha 
1928 
whi 
Thi: 
enla 
equ 
T 
192: 
and 
trac 
sale 
thre 
yea 
gay 
and 
tior 
cel) 
con 
dra 
thr 
bul 


SEl 








*< 


and in 
pment 
1 more 
yy the 
rofits, 
ibuted 
nearly 
> data 
Com- 
ithor- 


_ low- 
ndus- 
> and 

only 
‘Iness 
O re- 
t as- 


ictor 
s by 
still 
rical 
the 
ery. 
in- 
mill 
ery, 
ma- 


fall 
ble 
ive 
re- 
its 
rd, 
vil- 
nt 
u- 
re 
le- 
ts, 
ct 


Ey: 






yse. Vulnerability to a general 
business depression was by no 
means a singular characteristic 
of Allis-Chalmers. Many an- 
other manufacturer of industrial 
equipment and machinery was 
in the same boat. The excep- 
tion in favor of Allis-Chalmers, 
however, was that the company 
did something about it and that 
“something” was the develop- 
ment of its own tractor and 
other types of agricultural ma- 
chinery. With what success we 
shall see further along in this 
discussion. 

Just why Allis-Chalmers  se- 
lected the farm equipment field 
as a means of imparting a 
greater measure of stability to 
its business is not known. Per- 
haps it was just a fortuitous 
chance. In any event, it is sig- 
nificant that the company was 
first identified with tractors in 
1915, when it developed a three- 
plow machine. This was about 


the present Chairman of the 
Board, was appointed receiver 
for the predecessor company. Realizing that the bulk 
of the company’s business was largely custom-made to 
meet blue print specifications, it is presumed that Mr. 
Falk cast about for a product which would lend itself 
to mass production methods and command a wide and 
recurring market. Whether Mr. Falk actually envisaged 
the extent to which the fortunes of Allis-Chalmers would 
be affected by his idea is beside the point. The fact 
remains, however, that the idea turned out to be an 
excellent one and full credit is due him for developing 
its full possibilities. 

Research and experiment with various types of trac- 
tors by the late ’20’s had assumed a major role in Allis- 
Chalmers’ activities. An important step was taken in 
1928 when the Monarch Tractor Corp. was acquired, 
which gave the company a line of crawler-type tractors. 
This was the first of a series of acquisitions, all of which 
enlarged the company’s stature as a factor in the farm 
equipment industry. 

The La Crosse Plow Co. was brought in the fold in 
1929. In 1931 Advance-Rumley Corp. was acquired 
and contributed a line of combine harvesters, threshers, 
tractors, etc., a large manufacturing plant, an extensive 
sales organization and twenty-three branch warehouses 
throughout the United States and Canada. In the same 
year the acquisition of the Birdsell Manufacturing Co. 
gave Allis-Chalmers the only complete line of alfalfa 
and clover hullers on the market. Several other acquisi- 
tions were made in 1932 and rounded out a well con- 
ceived program of expansion, giving the company a 
complete line of industrial track-type tractors, tractor- 
drawn plows, tillage tools and seeding machinery, grain 
threshers, combine harvesters, clover hullers, road 
building machinery and various types of tractor operated 
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three vears after Otto H. Falk, Photos in this article courtesy of Allis-Chalmers 
The new low-priced model B tractor and All-Crop Harvester unit 
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which sells complete for $840. 


contractors. 


equipment to fill the requirements of 

It is worth noting that the development of the com- 
pany’s tractor division attained its greatest impetus 
during the darkest days of the last business depression. 
Presumably, therefore, the company was in a position 
to bargain and new properties were doubtless acquired 
at depression prices, an enviable advantage when it is 
recalled that not a few companies experienced many a 
headache in attempting to make boom-time mergers 
function successfully in a depression. 

When Allis-Chalmers made the decision to invade the 
tractor field, the company presumably did so with the 
full realization that it would be compelled to buck against 
some pretty strong and entrenched competition, repre- 
sented by such companies as International Harvester, 
Caterpillar Tractor and others. However, Allis-Chalmers 
had, or subsequently developed, ample resources with 
which to meet this competition—meet it to a point 
where ultimately the company became a potent factor 
to be reckoned with by its established rivals. 

Probably one of the most significant competitive 
strides taken by the company was the development and 
introduction in 1932 of the pneumatic tired tractor. 
With the introduction of an air-tired unit, the versa- 
tility of the tractor was increased tenfold, which, coupled 
with such advantages as greater speed and more eco- 
nomical operation, gave the company new and effective 
sales arguments. With this new tractor it became prac- 
tically possible for the farmer to entirely abandon the 
use of horses. In fact, the company relates the case of 
one farmer who not only used his tractor on his farm 
but also used it to deliver mail. 

In 1934 Allis-Chalmers introduced a two-plow general 
purpose tractor designed especially for rubber tires. 
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Allis-Chalmers Heavy duty Tractor being used in grading operations for a new highway. 


In 1935 the company’s crop harvester was placed on 
the market. Known as the All-Crop, this unit, adver- 
tised as “the successor to the binder,” was a small, low- 
cost machine which combined in a single operation the 
harvesting and threshing of small grains, seeds and 
beans. Subsequently, the company developed a full line 
of accessories for the All-Crop, permitting it to be used 
for various classes of crops in agricultural sections 
throughout the country. 

The success of these various developments may be 
measured by the fact that last year Allis-Chalmers, of 
the six leading manufacturers of farm equipment, ac- 
counted for 12 per cent of the total sales of all tractors 
and farm equipment. The company’s share of this 
market in 1929 was less than 4 per cent. This year, the 
company promises to further enlarge its relative propor- 
tion of the farm equipment market. In fact, the com- 
pany has virtually created for itself an entirely new and 
potentially large market, and which for the time being 
at least it will dominate. 

The company made possible the tapping of this new 
market by the simple expedient of developing a new 
small combine and tractor priced substantially lower 
than this equipment has ever been made available to 
the farmer. The company’s tractor is priced at $495, and 
the 40-inch combine will sell for $295. 
pare, for example, with International Harvester’s lowest 
price combine which sells for $625, while heretofore the 
lowest price tractor was marked at $625. Deere & Co., 
another important factor in the farm implement busi- 
ness, is also offering a $495 tractor this year but the 
company plans to market its unit only in the territory 
east of the Mississippi River, while the Allis-Chalmers 
unit will be made available throughout the country. 

Some idea of the potential market for low priced 
tractors and combines may be gained from the fact that 
at the end of 1937, for every 1,000 farms in the United 
States there were only 336 tractors in use. Of the 


These prices com- 
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6,800,000 farms in the country, 
about 42 per cent range in size 
from 20 to 100 acres. Qn 
smaller farms such as these the 
use of power equipment was too 
expensive, largely because of 
the large initial outlay entailed, 
With prices shaved materially 
and with the versatility of the 
tractor and combine greatly in- 
creased, Allis-Chalmers is in a 
position to demonstrate to its 
potential customers worthwhile 
economies. 

In terms of profits and earn- 
ing power the company’s deci- 
sion to develop the farm equip- 
ment field has been more than 
justified. Profits last year were 
the largest in the company’s 
history. Of total billed 
amounting to some $87,000,000 
in 1937, it is estimated that 
about 55 per cent was accounted 
for by the farm implement divi- 
The ratio last vear was 
somewhat smaller than in 1936, but this was not due 
to a decline in sales of farm equipment but to expan- 
sion in the company’s general line of machinery and 
equipment. 

Had the company’s management not had the fore- 
sight during the depression of the early °30’s, the prob- 
abilities are that sales and earnings would have still 
been under the 1929 peak. This assumption would 
appear to be borne out by the fact that in 1936, accord- 
ing to the report of the Federal Trade Commission, the 
company’s sales of tractors and farm implements, total- 
ing $33,729,307, were nearly as large as the sales of 
general line machinery in 1929, while sales of farm imple- 
ments in 1936 actually exceeded the sales of general line 
equipment in 1927 and 1928. 

Competitively, the company’s 
equally impressive. The report of the Federal Trade 
Commission further revealed that whereas in 1935 Inter- 
national Harvester made 32 per cent of all the harvester- 
combines for the United States. Allis- 
Chalmers accounted for only 14 per cent. However, 
with the competitive advantage of its low priced small 
combine, Allis-Chalmers increased its proportion of the 
total sold to 46 per cent and International Harvester’s 
dropped to 12 per cent. The percentage of other manu- 
facturers also declined appreciably. 

All of which leads to the obvious conclusion that 
Allis-Chalmers with a large and growing stake in the 
farm equipment industry is vitally concerned over the 
welfare of the farmer—or more specifically, the financial 
welfare of the farmer and his ability to buy tractors, 
combines, ete. 


sales 


sion. 


progress has been 


sold use in 


Taking the leading manufacturers of farm equipment 
as a group, reliable reports indicate that in no month 
this year have sales come up to the corresponding level 
of a year ago. It has been estimated that for the nine 
months to July 31, aggregate sales were off more than 
20 per cent, and for the fiscal year which will end 
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Qctober 31, sales may be 
cent under the 1937 volume. 
Responsible for this sharp falling 
off in the sales of farm equipment 
has been the marked decline in the 
price of farm commodities, portend- 
ing a slash in farm income. In the 
frst seven months of this year, cash 
farm income, including Government 
payments, totaled $3,985.000.000 as 
compared with $4,579,000,000, a de- 
dine of 13 per cent. For the full 
current year the Department of 
Aoriculture has estimated  tenta- 
tively that farm cash income from 
all sources will total $7,500,000,000, 
a decline of 12.8 per cent from the 
figure of $8,600,000,000 in 1937. On 


25 per 


this basis August-December will 
aggregate $3,515,000,000 as com- 


pared with $4,021,000,000 in those 
months last year. 


There is basis, however, for be- 
leving that the worst of the decline in farm in- 
come has been experienced. The gap between cur- 


rent farm income and that of last year may be expected 
to narrow as urban purchasing power improves along 
with the anticipated improvement in general business 
over the coming months. Moreover, sight should not 
be lost of the fact that the farmer is a “white-haired 
hoy’ so far as Government largesse is concerned. The 
farmer is being paid at the rate of about $400,000.000 
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Two 2,500 h. p. steel mill motors under construction in Allis-Chalmers plant. 


annually for soil conservation; substantial adjustment 
and parity payments will be made next year against 
large sums in the form of loans will 
be made available; and finally the Government 
entered the primary farm markets as a buyer of agri- 
cultural products. All of which adds up to a total of 


this year’s crops: 
has 


more than $1,000,000,000 which will be paid to the 
farmer during the closing months of this year and 
over 1939. Payments on 1937 crops, largely disbursed 


totaled about $865,000,000, indicating that the 


this vear, 
current crop will vield from the Government a 15 y+ 
cent larger bounty. 


Planted acreage next year will undoubtedly |e 
smaller, a prospect which casts a shadow on_ prob- 
able demand for new tractors and other types of 
equipment. In evaluating the prospect, this factor, 


mitigated if reduced 


for farm 


might be substantially 


result in 


however, 
planting 
lies. 
Another possibility growing out of the Government's 
efforts to curtail farm surpluses by making it worth- 
while for the farmer to restrict his plantings, is that 
leading farm equipment manufacturers will concentrate 
on the small tractor and combine market. This would 
imply stiffer competition for Allis-Chalmers, through 
the medium of price reductions and the development of 
smaller units. The company, already antici- 
pating this trend, plans to introduce next year a com- 
bine priced at $345. It is apparent, therefore, that the 
company having gained a strong foothold in the farm 


higher prices commodi- 


however. 


equipment industry is determined to set a vigorous 
competitive pace. 
Until July of this year, Allis-Chalmers was reported 


to have maintained sales ahead of the same months last 
vear. Volume in July, however, showed some decline 
and this trend may continue through the balance of the 
vear. To what extent the decline in the farm imple- 
ment division may be offset by larger bookings for other 
types of machinery is, of course, conjectural depending 
upon the scope and extent of (Please turn to page 711) 
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mon stocks which make up the bulk of Stock Exchange 
trading was able to register a recovery of just about one- 
third of its 1937-38 loss. Whatever more restricted sensi- 
tive averages may have to tell about day-to-day market 
action, the broad picture can be stated simply as a one- 
third recovery, of which part has since been given up. 

The variations within the Index are naturally rather 
wide. It is composed of 43 separate groups; of which all 
hut one are charted here. Twenty-three groups bettered 
the general average in their performance and nineteen 
fell short. What deductions can be drawn from the cold 
facts of long-term market action? 





Among the most intriguing groups in the whole list 
are the department store stocks, obviously representing 
consumer purchasing power. Their resistance to the 
decline was poor—they lost 71.5 per cent of their 1937 
high quotations. Yet, when the turn came, they more 
than made up for this in a relative sense by climbing to 
the point where they had regained over 77 per cent of 
the drop from the peak. Their best season lies immedi- 
ately ahead and they probably have as great a stake as 
any in the Government spending program which is one 
of the prime movers at this time. The mail orders have 

much in common with the department 





It is not surprising to find the Gold 
Mining issues heading the list. The past 
year and a half has been a most confusing 
period, with the long-threatened inflation 
era apparently brought nearer by the too- 
concrete evidences of deflation. The gold 
mining companies gain if deflation contin- 
ues, because of the reduction in cost of 
materials, labor, and so forth, with the 
price of their product guaranteed to all 
intents by the Government. If inflation 
comes, one of the most likely results will 
he a rise in the price of gold. War, too, 
puts a premium on the money commod- 
itv. Only in a period of out and out pros- 
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stores, yet although they resisted the bear 
market far more robustly, the net results 
of the cycle have been less favorable to 
them. They place fifth, largely because 
of the Government’s interest in the far- 
mer. While a full-fledged boom might 
leave these issues somewhat behind the 
more volatile, their past performance and 
their future outlook can hardly be over- 
looked. 

Consumer purchasing 
though on a different scale, puts the to- 
bacco companies in fourth position in 
market recovery. It is no longer news to 
learn that cigarettes have left the luxury 
class and become a depression-proof ne- 


Which Will 


power again, 





perity on a reasonably sound basis do the 
gold issues lose their standing. Further- 
more, although not ordinarily to be classed as speculative 
favorites, by their record during the last depression the 
gold stocks have acquired a rather more extensive and 
aggressive following than would otherwise be expected. 

Even close followers of the market would go astray in 
naming the second most profitable or least damaging 
group of stocks to have bought at the 1937 highs and held 
to the 1938 highs. 

There are only issues in the division, and 
indirectly for that the sulphurs have made 
excellent long-pull holdings. It is not only because 
the possible competitors are few, however, that this in- 
dustry has distinguished itself, but because it is the one 
obvious choice for an investor who foresees an eventual 
resurgence of general business and an increasing emphasis 
on chemical processes in business. As was pointed out in 
our issue of April 23rd, it is impossible to imagine a recov- 
ery which will not include sulphur in a prominent way. 
The sulphurs, like the gold mining issues, are also excel- 
lent inflation hedges and refused to make a new group 
low in 1938, topping that action off with an advance 
which regained 96 per cent of the previous loss. 
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cessity, but it may be surprising to find 
the tobacco companies ranking so high in market action. 
Their gains in price from the March lows, in fact, have 
been unimpressive, but a steady investment demand has 
held these stocks at a relatively high level, and the recent 
mark-up brought them within striking distance of their 
best recovery prices. One of the outstanding companies 
is analyzed in this issue and the prospects of the industry 
are probably best understood by such a study of an in- 
dividual company. 

Two subjects have stood out so far in this discussion 
—the inflation-deflation equation and the Government- 
underwritten consumer purchasing power. The recov- 
ery, if it is to continue, must depend in its infancy upon 
these factors.. The signal that it has really taken hold, 
though, will be a surge of activity in the heavy lines, the 
producers’ goods. The resumption of a sound upward 
cycle in industry will be marked by rising steel opera- 
tions, factory expansions and capital goods purchases. 
For the large cyclical profits, one must look beyond the 
first beneficiaries of easy money. One must look, for 
instance, to the steel industry. 

The steel group has a habit of moving toward the latter 
end of an industrial advance. Whereas it appears that 
this pattern has been adhered to so far, certainly there 
are factors which indicate that steel in common with 
other durable goods industries, may make broad strides 
in the forward phase immediately ahead. It may con- 
stitute one of the best speculations on a rising business 
cycle. 

The steel group, at its mid-summer high, had recovered 
only 27.8 per cent of its loss since last year. Without 
knowing the habits of these issues, this could be called 
unpromising action. It could be ascribed to changes in 
the industry (and there have been many recently) 
which had ruined its chances (Please turn to page 711) 
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= of oil securities have doubtless felt many 
recent qualms on several new developments which have 
risen to plague the industry and adversely affected 
market action of leading stocks. 

Perhaps the most tangible of current uncertainties 
is the earnings position of leading companies, but this is 
by no means the major fear. The implications of 
Thurman Arnold’s recent remarks in connection with 
the oil companies and to a lesser degree the memoran- 
dum of A. A. Berle, which is discussed on page 670 of this 
issue, have given rise to the fear of government control 
over oil marketing. With the fate of the rails and utili- 
ties before their eyes this threat has taken on fearsome 
proportions to some people. 


The Earnings Prospects 


Net earnings of leading petroleum companies in the 
first half of this year were approximately 40 per cent 
below those for the corresponding period of 1937. 
Usually income of the industry for the final half year is 
slightly better than the first six months, although this 
balance may be affected considerably by year-end in- 
ventory adjustments. In 1937 inventory values were 
higher at the close of the year than at the beginning, 
due to fairly substantial price increases placed in effect 
early in the year. 

Should the present situation in the oil industry re- 
main unchanged to the close of this year, indications 
are that net earnings for the final half would be smaller 
than in the first half. The effect of this wouid be to 
bring 1938 earnings down to about 45 per cent less than 
earnings for the calendar year 1937. Average crude and 
refined oil prices are slightly lower than a year ago, 
while volume of consumption is running about even 
with the late 1937 figures. 

Compared with several other important industries such 
as steel, however, this is not a wholly unfavorable earn- 
ings prospect. The oil business has had only to complain 
because aggregate demand for oil has not shown the 
customary annual increase of 10 per cent or better. 
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— Government Regulation? 
— Expropriation Abroad? 
— Lower Earnings? 


— How Real Are These Bogeys? 


BY N. 0. FANNING 


Whats Wrongs with the Oils? 


Indications are that 1938 demand will be approximately 
the same as that for 1937. 

While it is difficult to gauge the many complex fac’. 
tors of a purely economic character which might seri- 
ously change the trend of earnings for the final months 
of this year, present price and demand trends are 
slightly downward. 


Government Control Ahead? 


Since the days of the N R A, certain influential figures 
in the federal administration have watched develop- 
ments in the petroleum industry with more than passing 
interest. 

Secretary of the Interior Ickes in 1933 was loud in his 
denunciation of so-called wasteful production of crude 
oil in the Mid-Continent field. JTlowever, just about 
that time Texas, the focal state in the American 
petroleum scene, placed in effect a drastic production 
curtailment program which has been adhered to without 
interruption to this day. 

In 1937 the Attorney General’s office in Washington 
attacked a group of oil companies and individuals with 
conspiracy to violate the anti-trust laws in connection 
with activities during the NRA days. Although civil 
and criminal charges were brought against some of 
the leading American oil executives, cases against a 
majority were dismissed, while “consent decrees” were 
entered against others. The defendants pleaded inno- 
cent, but contended that any acts which they might 
have been charged with were done at the behest of 
the National Recovery Act administration in| Wash- 
ington. 

Recently a sniping campaign against the oil industry 
seems to have developed among administration repre- 
sentatives and henchmen. Thurman Arnold wants 
petroleum declared a public utility. Berle wants retail 
oil marketing regulated. A congressman is reported to 
have advocated in a California speech outright expro- 
priation by the government of the American oil industry. 
While these threats have been given rather wide pub- 
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jicity, it is unlikely that anything seriously adverse to 
the industry will materialize. 

In the opinion of those who have studied Washing- 
jon’s attitude toward the petroleum industry since 1933, 
ihe one factor which has deterred the administration 
fom any over-regulatory action against the industry 
has been the independence of the two greatest oil pro- 
ducing states, Texas and California. In short, Wash- 


ington has feared that any drastic move might imme- 
diately estrange these two politically powerful political 


hodies from the New Deal branch of the Democratic 
Party. 


Texas Developments Watched 


It has been reported recently, however, that a quiet 
movement is now under way, politically fostered, to set 
aside present strict production regulation in the state of 
Texas. Citizens of the state who might be expected to 
follow such a move, it is stated, are thousands of small 
producers and oil royalty owners, who have been told 
“pro-ration is a monopolistically fostered institution.” 

Just how far this movement will succeed is a moot 
question. Injunctions have been sought against present 
pro-ration restrictions, but it is not considered they 


are likely to succeed. However, should opposition to 


f state regulation grow sufficiently to upset the present 


fine balance between production and consumption, it is 
conceivable that the federal government might try to 
“step in” in the interests of national conservation and 
on the premise that oil can be classified as a 

“public utility.” 


The Expropriation Bogey 


Abroad, political conditions aside from cur- 
rent war threats have been adverse to the oil 
interests, particularly, of course, in Mexico, 
where in March American and British oil 
holdings were “expropriated” without imme- 
diate compensation, thus slicing off a sizable 
piece of the asset values held by American 
and British oil company stockholders. 

Now, reports from Mexico City indicate s 


powerful move has been launched to en- 
courage similar action by other 


Latin American countries, obvi- 
ously on the basis of a contention 
that if Mexico can do it without 
redress, why not the others? 
Mexico has offered the expro- 
priated oil, according to reports 
now current, in practically every 
country in the world, at prices 
considerably beneath the 
present world — structure. 

thus threatening to some 

extent the present world 

price balance. 

Should a general war de- 

velop, the present outlook 

for the petroleum indus- 

try would immediately 
change, based on the as- 
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sumption not only that the demand for petroleum prod- 
ucts would immediately increase, but also that the 
American and British governments would take steps 
to protect their nationals’ interests abroad, notably 
those in Mexico, beyond the mere writing of notes. 
Mexican oil, it is contended, is too near the Panama 
Canal to allow of its falling into the hands of interests 
inimical to the United States. 

Barring general war, there is a distinct possibility that 
present uncertainties, both economic and political, may 
beset the oil industry for some months to come. With 
the season of heaviest consumption rapidly drawing to 
a close, stocks of refined products are larger than normal 
for this period, implying a threat to the price structure 
of both refined and crude oil unless production is imme- 
diately and substantially curtailed. Lower prices would 
mean inventory losses. For this reason caution in new 
commitments in oil is advisable until uncertainties clear 
up. On the other hand, present sound holdings need not 
be disturbed, for looking ahead a few months, confi- 
dence is entertained that the natural trend all over the 
world toward increasing use of petroleum will eventu- 
ally assert itself to bring about a lasting degree of sta- 
bility in the industry. Oil is urgently needed in the 
present age both in peace and war. 

Oil company stockholders need worry only lest private 
operation be jeopardized to the extent of rendering it 
an unprofitable enterprise, along the line of present 
tendencies in the railroad and public utility indus- 
tries. 



















w 















R. J. Reynolds Tobacco Company Fights Higher Costs 


and Keener Competition 


BY HENRY RICHMOND. JR. 


a one standpoint, all is at least reasonably well 
with the cigarette industry. Production last year estab- 
lished another all-time high with the enormous output 
of 163 billion cigarettes. Moreover, despite the decline 
in July, production during the first seven months of 
1938 was even slightly higher than in the corresponding 
months of 1937. This, one would think, would be an 
eminently satisfactory background for the R. J. Rey- 
nolds Tobacco Co. whose “Camel” output at an esti- 
mated 45 billion for last year led the field, being ap- 
preciably ahead of both “Lucky Strikes” and “Chester- 


fields’ which ran a neck-and-neck race for second 
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place with an output around the  38-billion-mark 

Yet, although Reynolds derives some three-quarters 
of its profits from the sale of “Camels,” earnings of 
$27,600,000 for 1937 (including flood loss of $600,000) 
compared with $29,300,000 for 1936. These figures are 
equivalent to $2.76 a share and $2.93 a share, respec: 
tively, on the 10,000,000 shares of common and common 
“B” stock outstanding. Moreover, the balance sheet of 
December 31, last, showed that the company had only 
$3,500,000 in cash and that it was borrowing no less than 
$24,500,000 on notes payable. Back in 1932 Reynolds 
had no less than $60,000,000 in cash and United States 
Government securities. It is apparent that, while the 
manufacture of cigarettes may be as nearly a depression 
proof an industry as any, it is not to say that even the 
company which stands at the head of such an industry 
necessarily remains immune to adverse influences and 
drastic internal changes. 

The cigarette industry is unusual in many respects. 
It is unusual for the huge volume of sales garnered from 
a luxury, for the enormous contributions made to the 
Federal Treasury and for the size of advertising appro- 
priations which, in the case of the three largest com- 
panies, hover around an annual mark of $10,000,000 for 
each of them. The industry is unusual also for the fact 
that there is little tendency for profit margins to widen 
with an increase in volume. In most other lines—auto- 
mobiles, radios, railroading—profit margins rise with an 
increase in production or with the quantity of service 
rendered, but in cigarettes unit costs remain about the 
same. This does not mean that Reynolds’ margin of 
profit on 20 billion cigarettes would be the same as on 
45 billion, but it does mean that output can gain 2 or $ 
billions as actually took place in 1937 without bringing 
about any important reduction in unit costs. This 
serves to explain why the record-breaking output of 
1937 failed to have the effects that might have been 
expected of it. 

For some years now the cigarette industry has been 
operating under the handicap of mounting costs. In the 
case of the Reynolds Tobacco Co. the net profit per 
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thousand cigarettes declined from something in the 
yeighborhood of $1.40 in 1932 to about $0.63 for 1937. 
These earnings per thousand cigarettes are not to be 
taken as absolute figures, for Reynolds in addition to 
“Camels” puts out the popular “Prince Albert” smoking 
tobacco, several other well known smoking tobaccos, as 
yell as a number of plug and chewing tobaccos. How- 
ever, though expressing profits in accordance with cig- 
arette output gives no absolute figure, it affords a com- 
parison Which is of some value as showing the trend of 
costs. 

Higher tobacco prices, of course, constitute the most 
important single reason for the higher costs. Nor, with 
the Administration committed to a program of wide- 
spread crop control, does it appear that Reynolds and 
its contemporaries can reasonably expect any material 
decline in the price of tobacco within the measurable 
future. Other cost items have tended to move forward, 
too. Certainly taxes are up, wages are on a higher plane 
than that of a few years ago and, finally, it is probable 
that advertising and other promotional expense, while 
varying from company to company and from year to 
year, is trending upwards. This is because of the com- 
petition which is now keener than ever. 

High tobacco prices affect Reynolds not only directly 
through the Profit and Loss Account, but they also have 
indirect effects, also adverse. While a larger volume of 
business is partly responsible for the size of the com- 
pany’s inventories, higher prices increase the amount of 
money which it is necessary to tie up in stocks of ma- 
terials. At the end of last year, Reynolds valued its in- 
ventories at the huge figure of $1388,000,000. The liqui- 
dation of investments for the purpose of building up 
inventories naturally has reduced “other income.” Rey- 
nolds’ “other income” was almost $3,000,000 in 1932, but 
it has fallen steadily until for last vear it was less than 
$300,000 and if one deducts the $170,000 which was paid 
in interest the net amount of “other income” for 1937 
becomes almost negligible. 

In the face of all this, why is 
it that Reynolds and the other 
big cigarette companies do not 
pass on their higher costs to the 
consumer in the form of higher 
prices? Prices may indeed be 
raised, and in the not too dis- 
tant future, but it is readily un- 
derstandable why _ producers 
have hesitated to do so up to 
now. In the first place it is feared 
that higher prices may give the 
10-cent brands a new lease on 
life. Between the end of 1929 
and the middle of 1931 the 
wholesale price of the popular 
brands was $6.40 a thousand. 
In advancing the price to $6.85 
at a time when the cost of to- 
bacco was exceptionally low, the 
big cigarette companies, Rey- 
nolds included, gave the cheaper 
brands a chance of which they 
were not slow to take advan- 
tage. And with a foothold once 


Gendreau 





obtained, the cheaper brands have been hard to put 
down despite the fact that cigarette prices have since 
been reduced in the face of mounting costs. There 1s, 
of course, virtually no profit to be had from 10-centers 
under present conditions, but so long as such competi- 
tion is in existence the big companies are loath to give 
it the encouragement which would result from a wider 
price differential. Nor does it make any difference to 
the situation that each of the big companies has its 
own 10-cent brand, for they would gladly see these 
lapse if, at the same time, the 10-centers manufactured by 
outside interests could be induced. to do likewise. 

Another objection to raising the price of the popular 
brands is the phenomenal success of the higher priced 
“Philip Morris.” Already this brand probably has sur- 
passed the “Old Golds” of P. Lorillard and it is no 
longer fair to refer to the major units in the cigarette 
industry as the “big four.’ They are the “big five” 
now. Philip Morris’ production this year is expected 
to be in the neighborhood of 10 billion cigarettes: to 
raise the price of “Camels,” “Lucky Strikes,” “Ches- 
terfields” and “Old Golds” would certainly do this new- 
comer no harm and its success might be further pro- 
moted. Moreover, if prices were raised, there is always 
the chance that some other 15-center might be intro- 
duced and obtain a foothold. 

Trade reports show “Camel” this year to be holding 
its own and R. J. Reynolds should close the year again 
at the head of the cigarette field, a position it has held 
for four years in succession. A great deal of credit for 
this showing is undoubtedly due to the company’s ad- 
vertising of the “Get a Lift” theme. Currently being 
pushed is a variant, “Don’t let tension get your 
nerves.” It remains to be seen whether this will work 
as well as the original, or whether that portion of the 
public which swings from one brand to another will not 
tire and became enamored of some rival’s claims. Rey- 
nolds has been top dog (Please turn to page 710) 





Scene at a Tobacco Auction, South Hill, Virginia. 















A New Series of Technical Market Studies 


As the Trader Sees Todays Market 


Watch for a Jump in Activity 


to End 


the Present Stalemate 


BY FREDERICK K. DODGE 


I. is the purpose of this department to discuss and ex- 
plain the various technical market considerations which 
are of value in determining one’s course of action in 
either short or intermediate term trading. In addition 
to such subjects as Interpreting Odd Lot Figures, which 
appeared in the last issue and the present discussion of 
volume, this departmeni will take up chart interpreta- 
tion, the use of indexes and averages, significance of short 
positions, averaging, pyramiding and many other sub- 
jects —Epiror. 


Trading volume has the distinction of being one of 
the most commonly discussed, yet least understood, fac- 
tors in interpreting market action. The trouble is that 
most rules formulated on volume have various qualifica- 
tions and exceptions before the reading of this im- 
portant market barometer can be applied to one’s course 
of action. 

On the other hand, the signals which stock market 
volume give are occasionally so clear and definite as 
to be unmistakable. We drew attention to such an 
instance in our issue of May 21, 1938, in an article 
entitled “Barometric Qualities of Market Volume.” 
Looking back to the beginning of the century, a fairly 
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constant relationship between volume at the bottoms of 
bear markets and volume at the preceding tops was 
established. Activity at the end of eight bear markets 
of the past had dwindled to an average of 30 per cent 
of that at the peaks; therefore when volume fell in the 
early spring of 1938 to 28 per cent of its level a year 
before, the implication was obvious. To put it in the 
concluding words of our article written on May 16, just 
a month before the market turned swiftly upward: “In 
advance of more definite signals, the volume yardstick 
is already saying that the bottom has been seen.” 

Seldom is there an opportunity to make such precise 
use of volume indications, seldom so prompt an estab- 
lishment of their truth. It is found as a general rule 
that the longer the time basis supporting the volume 
trend the more reliable will be the conclusions drawn 
from it. The example cited covered about a year and 
could therefore be classed as a major, fairly long-term, 
indication. The two situations now to be discussed, 
however, extend over only eight months and two 
months, and for that reason fail to match the larger one 
in authority. The probabilities they delineate are com- 
pletely valid, but even though one example is in the past 
and has already proven itself, it must be admitted that 
lack of length makes this type more susceptible of re- 
versal or fundamental change. 

A further noteworthy fact in connection with these 
two examples is that they are predicated not only upon 
a trend in volume, but upon a well-defined breaking of 
that trend. The chart on the opposite page shows that 
trend of weekly stock transactions was downward during 
the first eight months of 1937. A lime has been drawn 
showing roughly the limits of the descending volume 
tops, but whether one argues with the placing of this line 
or not, there can be no doubt that volume was dwindling 
progressively over the period. Now, the theory is that 
when a distinct break-out of the declining volume range 
occurs, the direction of the market on that increased 
volume is the valid and trustworthy direction for some 
time to come. The longer the preceding pattern, the 
more trustworthy the indication, and frequently the more 
extended the coming fall or rise. 

When volume broke decisively out of its contracting 
pattern in the second week of September, 1937, the down- 
ward direction of the market at the time was certified 
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the main trend. At this point 
_the first jump in activity coin- 
jding with a market move— 
here Was reason to suspect what 
sed to be called a “shakeout,” 
orfalse move preceding the main 
yd true one. The proof was not 
absolute until both direction and 
volume had confirmed them- 
eves by continuing over a 
omewhat longer period of time. 
This actually happened, and the 
jghtening up policy which was 
indicated early in the month 
should then have been followed 
by more determined selling by 
those giving proper weight to 
vhat volume was indicating. 


INDEX 


PRICE 


Such things are easily seen 
from the vantage point of a year 
later; let us come right up to 
date. The market is row in the 
middle of a trading range estab- 
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CONTRACTING VOLUME SIGNALS TURNING POINT 
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lished in July and August, with 





daily volume pursuing the famil- 
iar dwindling course. We have seen successively higher 
bottoms and lower tops in the price range, with a coil 
or triangle pattern approaching its apex, but in addi- 
tion the volume triangle is narrowing down. There is 
little difficulty in deciding that the market must break 
away from its range within a fairly short time, par- 
ticularly as the range grows smaller and less capable of 
containing normal fluctuations. Furthermore, the prob- 
ability grows that the breakaway will be a fairly sizeable 
one, worth following in either direction. That is the dif- 
ficult point—how to determine the direction. Here vol- 
ume can be of great and timely help. 

The trader has been watching to see if activity dries 
up on declines, but he has found a rather mixed situa- 
tion. As shown on the chart, several of the most active 
days during the last month have been those of sharply 
lower prices, yet whenever the bottom of the trading 
range is approached volume diminishes and prices begin 
to creep forward again. One-day indications have in 
each case been contradicted within a short time. 

The formation shown here should not be expected to 
predict direction, except very tentatively, but it can 





Market Breadth 


Measured by Average Number of N. Y. S. E. 
Issues Traded Daily 
Average Issues 
Traded in 


Week Ending Each Session 
March 13, 1937... 917 


August 14, 1937..... 571 
September 13, 1937 904 


June 18, 1938..... 538 
June 25, 1938 : ‘ 861 
July 2, 1938.. 908 
Seotember 3, 1938 655 
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identify the main direction when it appears. A strug- 
gle has been going on for two months between buyers 
and sellers with a decision to be expected shortly, and 
the signal that one party or the other has gained the 
ascendancy will be a sustained breakout in volume. 
Should the upper limits of the trading range be pene- 
trated, there would undoubtedly be an accompanying 
burst of activity, but the warning against a false move 
applies to one on the upside as strongly as to one in 
the opposite direction. The breakout in volume must 
not only be definite but sustained. Allowance must be 
made for the fact that more and more of the public are 
watching for a penetration of resistance levels as a buy- 
ing signal, thus lessening the significance of the imme- 
diately accompanying activity. 

It happens that in both of the examples shown by the 
charts on these pages the breakout of volume is timed 
to coincide with a penetration of previous resistance 
points. In 1937 volume rose far above its trend line 
when the market broke through the support level set in 
June at around 93. More recently, demand has been 
evident at the 106-108 level and supply around 114-115 
in the 40-stock average. Such a concurrence of volume 
and price indications tends to strengthen considerably 
the significance of the outcome. The situation is a tem- 
porary stalemate, with buyers unwilling to venture 
further until they see better proof and sellers as liquid 
as they care to be pending a decisive change in prices. 
Volume will indicate whether the buyers are actually 
determined to pursue stocks at rising prices, or whether 
in case of a breakout on the downside the sellers are a 
force to be feared. 

Another measure of trading activity which requires 
a certain amount of attention is the number of issues 
traded in a session. It will ordinarily be found that 
this factor fluctuates directly with volume. When, how- 
ever, the market fails to gain breadth, as shown by the 
number of issues traded, in breaking through a resistance 
point or out of a trading (Please turn to page 710) 
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Effects of a Crackpot Scheme 


The nomination in California of a 
politician who sponsored a $30-a- 
week pension plan is already having 
its effects. Registered state war- 
rants sold the other day with an 
effective interest rate of 2°4%, 
against *4% less than a month pre- 
viously. In the past two years on 
warrants which have totaled more 
than $100,000,000 seldom has Cali- 
fornia had to pay an interest rate 
in excess of 1%, while now the rate 
that must be paid evidently hovers 
around 3%. Impairment of a high 
credit standing, whether it be a 
state’s credit, an individual’s credit, 
or the credit of a country, is a seri- 
ous enough matter when it is 
brought about by some overwhelm- 
ing force of circumstances, but when 
it is brought about by the advocacy 
of crackpot schemes and with in- 
evitable disillusionment to old peo- 
ple, it is indeed to be deplored. 





Motor Accessories Should 
Do Better 


The automobile industry is enter- 
ing its 1939-model year in a spirit 
of considerable hopefulness. The 
industry, of course, is always offi- 
cially hopeful on the eve of intro- 
ducing new models, but this year 
the attitude appears to be quite 
justified. The new cars are exten- 
sively changed and improved and 
prices are to be moderately lower. 
Stocks of both new and used cars 
in dealers’ hands are the lowest in 
years. Not to be forgotten, how- 
ever, is that hopes for the automo- 
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For Profit and Income 


etter atcesesatacssal 


bile industry proper cannot ma- 
terialize without a number of the 
better situated automobile acces- 
sory companies achieving a consid- 
erable measure of prosperity. Ac- 
tivity in the automobile industry 
should enable Briggs Manufacturing 
to realize the possibilities from its 
new facilities for making body mold- 
ings and other integral body parts. 
Also in line to do better are Borg- 
Warner and Electric Auto-Lite. 
Both companies reported small 
losses for the first six months of the 
present year, but there are good 
prospects that in both cases these 
will be wiped out before the year- 
end. 





Commendable Candor 


Through the medium of paid ad- 
vertising, the Great Atlantic & Pa- 
cific Tea Co. has embarked upon a 
campaign to lay the case for the 
chain grocery store before the peo- 
ple. Associations of independent re- 
tailers for some years now have been 
successful in having 
anti-chain-store legislation passed 
and now comes’ Representative 
Wright Patman of Texas with the 
avowed intention of killing this type 
of business. The A. & P.’s adver- 
tisements are to bea refutation of the 
unsound economic reasoning of 
those who esntend that it were bet- 
ter to have a myriad inefficient in- 
dependents rather than the ad- 
mittedly more efficient chain store. 
The first of the A. & P. advertise- 
ments was definitely convincing. It 
was a happy touch to point out that 
the present heads of the business 


remarkably 








are two elderly men, without chil- 
dren of their own and with ample 
means to retire regardless of what 
happens to their own business or 
the chain store business in general, 
Another commendable point was 
the manner in which the manage- 
ment frankly admitted that they 
were experts only in the grocery 
field and because of this had en- 
gaged public relations experts that 
the case for the chain grocery might 
be best presented. It will be hard 
for the politicians to use red _her- 
rings to obscure the real issues in- 
volved in the face of frankness of 
this sort. 





Industrials vs. Rails and Utilities 


The fact that representative pub- 
lic utility averages worked through 
the low of May, this year, and are 
now within measurable distance of 
the lowest point reached during the 
Roosevelt depression, is a sharp re- 
minder that this continues to be a 
relatively unattractive investment 
field. While railroad averages have 
made a somewhat better showing 


than the utilities they show some- [ 


thing of the effects of the wage re- 
duction controversy which _ has 
tended to dampen the favorable in- 
fluence of increased car loadings. 
Industrial stocks, of course, are not 
immune to adversity, but it does 
seem that less uncertainty surrounds 
the stronger industrials than the 
other two major groups. Further 
liquidation of rails and utilities for 
the purpose of increasing industrial 
holdings may well have a satisfac- 
tory outcome. 
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United States Steel 


Shipments of finished 
steel by the United States 
Steel Corp. totaled 558,634 
tons for August, an in- 
cease Of more than 117,- 
00 tons over the preced- 
ing month. The August 
shipping rate was better 
than any month this year 
wih the exception of 
March when _ shipments 
were at a slightly better 
pace. With the industry’s 
operating rate still mov- 
ing forward, the question 
of higher prices is being 
actively discussed. Cur- 
rently, there is no profit in 
steel making and, for most 
companies, there cannot be 
until they begin to operate 
at well over 60% of capac- 
ity. At one time a reduc- 
tion in wages was thought 
to provide the answer, but 
the increase in output has 
made this steadily less 
urgent. Nevertheless, some- 
thing will have to be done 
to restore profits and in 
the not too distant future. 
Fourth quarter prices are 
due to be announced al- 
most immediately, but it 
is not believed that there 
will be any changes aside 
possibly from_ revisions 
among certain less impor- 
tant items. However, 
prices for the first quar- 
ter of next year may well 
be higher, particularly if 


held. 


International Tel. 
purchase in the open market the 41/2 per 
cent debentures due next January 1. At 
the beginning of this month nearly $6,000,- 
000 of these debentures were held in the 
company's own treasury, leaving less than 
$32,000,000 
have been made to take care of any de- 
bentures that remain outstanding at the 
maturity date. 


International Harvester. . 
Commission's report on the farm machinery 
industry shows that, while the repair parts 
business of this company is not particularly 
important to the whole when times are 
good, during times of depression it becomes 
a major factor. 
pair parts accounted for only 12 per cent 
of Harvester's 
equipment. 
accounted for 38 per cent of the total. 


Celotex. . 
this company will receive a dividend of 
one share of common stock for each share 

It is unusual for a company whose 

stock is selling in the low twenties to take 

action of this kind, but evidently the direc- 
tors believe that there is something to be 


Montgomery Ward. .. . Reported for the six 
months to July 31 a net profit of $5,139,526 
after all deductions. 
requirements on the "A" stock, was equiva- 
lent to 85 cents a share on the common. 
Although the profit in the first six months 
of the company's present fiscal year was 
less than 60 per cent of that reported for 
the corresponding previous period, it is a 
showing better than will be made by the 
majority of merchandisers. 


This, after dividend 


& Tel. . . . Continues to 


outstanding. Arrangements 


. . Federal Trade 


In 1929, for example, re- 


domestic sales of farm 
In 1932, however, repair parts 


. . On November 4 stockholders of 


commor 
share of common for the twelve months to 
August 31, 1937. Here is another company 
which will benefit should automobile output 
come up to present expectations. 


Canada Dry Ginger Ale. . 
nounced its 
bottlers in certain territories. 
lieved that over the longer term such a 
plan may materially increase sales’ volume. 






Developments in Companies Recently Discussed 


gained in the way of wider distribution 
through making the shares even lower in 
price. 


Marshall Field. . . . Bank loans which stood 
at $4,000,000 at the beginning of this year 
were entirely liquidated by the end of 
August. 


Detroit Edison. . . . Reported earnings for the 
twelve months to August 31, last, equiva- 
lent to $5.42 a share on the outstanding 


stock, compared with $8.63 a 


New York Central. ... Since the end of 1932 
and the present time this company has 
reduced its funded debt and notes payable 
by a total of $128,000,000. As a result, 
interest charges are down about $9,000,000 
annually. 


. - Recently an- 
license local 
It is be- 


intention to 


Sun Oil .. . Down at the extreme Southern 
tip of Texas lies Starr County where Sun 
has recently carried on successful explor- 
atory drilling. 
is considered promising enough to suggest 
a new and important field, with Humble 
entering it a bit farther north. 
will eventually be necessary to bring this 
isolated production to market. 


The geophysical structure 


Pipe lines 





the steel industry’s oper- 
ating rate promises further gains. 


Beneficiaries of Heavy 
Construction 


With FHA releasing reams of 
publicity and other agencies con- 
firming the brightness of the resi- 
dential building picture, there has 
been a tendency to neglect the 
other divisions of the industry. Not 
to be forgotten, however, is that 
there are many large engineering 
projects still incomplete and that 
under the Government’s pump- 
priming spending policy many more 
are planned. Moreover, should 


business really move forward as it 
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is expected to do there is sure to be 
plant expansion on the part of pri- 
vate interests. With the sudden 
onslaught of the Roosevelt depres- 
sion plans for considerable private 
expansion were shelved. <A business 
revival will make them active 
possibilities again. Caterpillar Trac- 
tor, Ingersoll Rand, Chicago Pneu- 
matic Tool and Bucyrus-Erie are 
among the certain beneficiaries of 
increased activity in heavy con- 
struction. 





New Issues Do Well 


In all the nervousness brought 
about by the European war scares, 


markets of all kinds have been jit- 
tery and weak. Recently offered 
bonds, however, have been a con- 
spicuous exception. On Saturday, 
September 17, the Commonwealth 
Edison 34s of 1968, brought out at 
10314 were 103°% bid; the Lone Star 
Gas 34s of 1953, brought out at 
102, were 102% bid; the Indianapolis 
Power & Light 3°4s of 1968, brought 
out at par, were 10314 bid. The bid 
for a number of other issues was at 
the offering price. It may be, of 
course, that there was syndicate 
support in a number of instances, 
but even so the showing made is 
quite gratifying under the highly 
exceptional circumstances which are 
prevailing at the present time. 








Profit Opportunities 
in Three Price Fields 


Selected by THE MAGAZINE OF WALL STREET STAFF 


Selling Under 25 


B. F. Goodrich Co. 


1938 Low 
10 


Recent Price 
20 


1938 High 
25% 


Ranking as one of the leading manufacturers of auto- 
mobile tires and tubes, B. F. Goodrich Co. is also the 
foremost manufacturer of mechanical rubber goods, as 
well as such miscellaneous items as garden hose, drug- 
gists’ sundries and a complete line of rubber and canvas 
footwear. 

Typical of the rubber industry, as a whole. earnings of 
B. F. Goodrich have fluctuated widely in the past, 
reflecting principally chaotic competitive conditions and 
the sharp declines in the price of crude rubber accom- 
panied by heavy inventory write-offs. Last year, for 
example, the company was compelled to accept an inven- 
tory write-down of $5,652,935, with the result that opera- 
tions, despite an increase of nearly $9,000,000 in sales, 
resulted in a deficit in excess of $4,200,000. In the first 
half of the current year, the company reported total sales 
of $51,913,986, which compared with $78,566,619 in the 
corresponding months a year ago. Operations in the 
most recent period resulted in a loss of $209,551, con- 
trasting with a profit of $3,510,698 in the first half of 
1937. In more recent months, however. the outlook for 
the rubber industry has become much more hopeful. The 
industry has made considerable progress in reducing 
finished goods inventories; replacement demand which 
has picked up appreciably, promises to record further 
gains in the months ahead; and original equipment 
demand, particularly in the fourth quarter, will respond 
to increased automobile production. Moreover. recovery 
in crude rubber prices from their current low would seem 
to preclude the necessity of costly inventory adjustments 
this vear. The recent action of the International Rubber 
Regulation Committee in maintaining quotas at 45 per 
cent for the fourth quarter suggests that crude rubber 
prices will not be under the weight of increasing produc- 
tion. 

Preceded by a funded debt of about $45,000,000 and 
412.031 shares of $5 preferred, the 1.306.255 shares of 
B. F. Goodrich common stock are accorded a_ strong 
leverage position, suggesting the possibility that per- 
share results, given the benefit of improved conditions, 
might rise rapidly in the months ahead. Financial posi- 
tion of the company is excellent. Although frankly 
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speculative, the shares at recent levels around 20 may 
well prove a profitable acquisition at this stage of the 
business cycle. 





American Cyanamid Co. 


1938 Low 
152 


Recent Price 
22 


1938 High 
265 


With the company’s operations widely diversified and 
entering into many different lines of industry, as well 
as mining and agriculture, earnings of American Cyana- 
mid perforce rise and fall with the tide of general 
business. Even under the most adverse conditions, how- 
ever, the company has been able to make a much better 
showing than many of the more volatile industries which 
it includes among its customers. Net income last year, 
after preferred dividends, was equivalent to $2.09 a 
share on the combined Class A and Class B common 
stock, comparing with $1.77 a share in 1936. However, 
sales and earnings began to slump in the final quarter 
of 1937, and in the initial three months of the current 
year, profits were equivalent to only 3 cents a share for 
the combined common stock. The showing in the June 
quarter, however, was appreciably better, net of $430,- 
572 being equal to 16 cents a share for the common stock. 
Earnings for the first half equivalent to 19 cents a share 
compare with $1.13 a share in the corresponding period 
a year ago. Although it is a rather foregone conclusion 
that earnings for the full current year will be substan- 
tially under 1937 levels, improved general business in 
recent months coupled with the more promising outlook 
would seem to warrant the assumption that American 
Cyanamid can anticipate a rising trend of sales and 
profits from this point on. 

Ahead of the 2,520,368 combined shares of Class A 
and Class B common stock are 170,453 shares of 5 per 
cent preferred ($10 par) and approximately $13,000,000 
funded debt. Current assets at the end of last year, 
including over $11,400,000 cash and securities, amounted 
to about $33,000,000, as compared with current liabilities 
of less than $7,000,000. Fortified by a strong financial 
condition, the company has maintained dividends on the 
common shares at the rate of 15 cents quarterly this 
year. Viewed in relation to the company’s somewhat 
longer term prospects, the Class B shares, currently 
quoted around 22, would appear to possess considerable 
merit among lower priced issues. 
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Union Bag & Paper Corp. 


1938 High 1938 Low Recent Price 
15% 7% 11 


Union Bag & Paper Corp. is credited with producing 
about 20 per cent of the total domestic paper-bag require- 
ments. Other products include kraft paper and wrap- 
ping paper. In recent years, the company has embarked 
upon an extensive expansion program, the results of 
which have been to relieve it from dependence upon out- 
side sources for the pulp and paper utilized in the manu- 
facture of its products. The accrued advantages of this 
program have been well demonstrated this year. 

The latest report covers the twelve months to June 
30, last. and disclosed net profit of $1.375.901, equal to 
$1.31 a share on the outstanding capital stock. The 
most recent showing compares with that for the twelve 
months ended June 30, 1937, when net of $950,390 was 
equal to 90 cents a share. Somewhat lower prices had 
the effect of cutting earnings in the June quarter to the 
equivalent of 20 cents a share, as compared with 34 
cents per share in the March quarter of this year. Since 
then, however, prices have been restored to more profi- 
table levels and appear likely to be sustained throughout 
the balance of the year. If such proves to be the case, 
the company promises to do as well, if not better, than 
in 1937 when net profits of $1,384,595 were equivalent to 
$1.32 per share on the capital stock. 

Capitalization consists solely of 1,052,274 shares of 
capital stock. Financial position is comfortable. 

Although the company’s prospects can hardly be classi- 
fied as dynamic, nor are the shares subject to wide mar- 
ket fluctuations, nevertheless, among low-priced issues 
they may well provide a worthwhile percentage of appre- 
ciation from current levels around 11. 





Selling Under 50 


Freeport Sulphur Co. 


1938 High 1938 Low Recent Price 
32 19% 30 


The sulphur industry in the United States is domi- 
nated by two companies, Texas Gulf Sulphur and Free- 
port Sulphur. Although the principal consumers of 
sulphur, in the form of sulphuric acid, include such basic 
industries as chemical, steel, paper, textile, etc., the 
operations of which are linked closely with the trend of 
general business, earnings of the leading sulphur pro- 
ducers have displayed a relatively greater measure of 
stability. This is accounted for chiefly by the absence 
of sharp fluctuations in the price of sulphur. 

The second largest factor in the industry and with 
reserves estimated sufficient for twenty-five vears’ opera- 
tions, Freeport Sulphur Co. has in recent years displayed 
substantial earning power. Net last year of $2,700,743 
was equal to $3.30 a share on the 796.380 shares of 
capital stock which represent the company’s entire capi- 
talization. Of last year’s earnings, the company’s sub- 
sidiary, the Cuban-American Manganese Corp. contrib- 
uted $261,052. While contributions from this source 
may not be as large this year, reflecting the generally 
reduced rate of steel operations, this subsidiary project 
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nevertheless remains a_ potentially valuable holding. 

Notwithstanding the slump in general business in the 
first half of this year, Freeport Sulphur was able to show 
earnings of $865,299, or the equivalent of $1.06 a share 
on the capital stock. This compares with $1.56 a share 
sarned in the first six months of 1937. Paying divi- 
dends at the rate of $2 annually, and recently selling 
around 30, the shares of Freeport Sulphur may be 
conceded interesting possibilities marketwise plus a lib- 
eral current yield. 





Phelps Dodge Corp. 


1938 High 1938 Low Recent Price 
38 17% 35 


Primarily, Phelps Dodge Corp. is a producer of copper, 
in which field the company ranks as one of the leading 
domestic units. In addition, however, activities embrace 
the production of gold and silver, custom smelting and 
the fabrication of copper products. 

Since 1932, the only year in which the company re- 
ported an operating loss, earnings have shown a steady 
upward trend, culminating last vear, when net income 
of $12,740,773 after depreciation, interest, etc., but before 
depletion, was equivalent to $2.51 per share on the out- 
standing capital stock. Earnings in 1936 were equal to 
$2.25 per share. Reflecting an appreciable slump in the 
demand for both primary and finished copper, accom- 
panied by lower prices, earnings of the company in the 
first half of the current vear totalled $3,830,588, or the 
equivalent of 75 cents per share for the capital stock. In 
the corresponding period of 1937, net totaled $7,101,458, 
or $1.40 a share. Early in September it was officially 
reported that the company was operating between 50 and 
60 per cent of capacity. Considering the adverse condi- 
tions which surrounded the copper industry in the first 
half of this year, the company’s showing may be regarded 
as quite satisfactory. Subsequently, copper prices, 
through the influence of improved demand and a steadily 
strengthening statistical position, have risen. Based on 
the corresponding period of 1937, net totaled $7,101,458, 
the company’s production costs of about 7 cents per 
pound, the recent price of copper, 1014 cents per pound, 
affords a better-than-average margin of profit. 

For the purpose of financing an extensive program of 
modernization and expansion, the company sold $20,285,- 
000 debenture 314s, due 1952, about a year ago. This 
issue is the company’s only capital liability preceding 
the 5,062,644 common shares. The debentures are con- 
vertible into capital stock at $50 a share. 

From their low of 175g, the company’s shares, at 35, 
have recovered one hundred per cent from their 1938 
low. At this time it would appear that the market has 
accorded substantial recognition, not only to the com- 
pany’s surprisingly good showing in the first half, but 
the improved aspects of the near term outlook, as well. 
However, if nothing unforeseen intervenes to becloud the 
anticipated improvement in general business from this 
point on, there is obviously still considerable room for 
recovery in Phelps Dodge Corp.’s sales and earnings. On 
a somewhat longer term basis the shares may be rated as 
one of the more conservative, as well as potentially 
promising, issues for participation in a volatile industry. 


691 











Sutherland Paper Co. 
1938 Low 


1938 High 
32 17% 28 


Recent Price 


Producing literally scores of different types of cartons, 
trays, fillers, paper cups, etc., Sutherland Paper Co. is 
rated the country’s largest manufacturer of paraffined 
cartons. Other products include various types of folding 
containers, wrappers and paperboard display specialties. 
While the company’s principal customers are food proces- 
sors and retailers, the wide diversity of outlets tends to 
impart a considerable measure of stability to earning 
power, and with the exception of a small loss amounting 
to less than $8,000 in 1932, operations have returned a 
sizable profit in each of the past twelve years. 

In each of the past three years, both sales and earnings 
have set a new high record. Last year, net sales of 
$8,245,045, compared with $7,494,749 in 1936 and $6,636,- 
211 in 1935. Net profit last year totaled $804,930, or the 
equivalent of $2.80 a share on the 287,000 shares of stock 
which comprise the entire capitalization. In the preced- 
ing year, net of $728,116 was equal to $2.54 a share. 

Despite the sharp slump in general business this year, 
Sutherland Paper Co. in the first six months was able to 
show earnings equal to $1.36 a share on the stock, com- 
paring with $1.71 a share in the first half of 1937. More 
recently, orders have shown a steady increase and for 
the full year it is not unlikely that earnings will compare 
favorably with results a year ago. Favored by sustained 
earnings and a strong financial position, the present divi- 
dend of 40 cents per share quarterly is adequately assured. 
At recent levels around 28, the shares afford a generous 
yield. All in all, the issue would seem to invite favor- 
able consideration as a fairly conservative medium, both 
for income and moderate price appreciation. 





Selling Under 100 


Hercules Powder Co. 


1938 Low Recent Price 
42% 60 


1938 High 
65% 

The shares of Hercules Powder bid for investment and 
speculative favor on the strength of the company’s broad 
representation in a diversified group of basic industries. 
Although the company is still a high ranking producer of 
blasting powder and explosives, this phase has been 
gradually overshadowed in importance by expansion in 
such lines as nitro-cellulose, cellulose, naval stores and 
various other chemical products. Principal industrial 
consumers include paper manufacturers, automobile 
manufacturers, mining and quarrying, and the textile 
industry, notably rayon. 

Last year, sales were in excess of $44,500,000, compar- 
ing with $36,740,574 in 1936, but higher operating costs 
and year-end inventory adjustments prevented the gain 
in sales from being carried through to net. Net was 
equal to $4,440,273, equivalent to $2.97 a share on the 
1,316,710 common shares outstanding. In the previous 
year, net income totaled $4,284,164. 

Most of the company’s principal consumers were hard 
hit by the slump in general business which occurred in 
the first six months of the current year. As a conse- 
quence, sales of Hercules Powder in this period dropped 
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to less than $16,000,000, compared with $23,678,788 in 
the first half of 1937. Net profits in the first half of the 
current year amounted to $1,227,134, or the equivalent 
of 73 cents per share for the common stock. Net in the 
first half of 1937 totalled $3,037,012. Dividends paid 
thus far this year total 90 cents per share, the most 
recent quarterly disbursement being at the rate of 25 
cents per share. 

With the possibility that earnings this year may not 
substantially exceed $1.50 a share, it is only too obvious 
that the shares recently selling around 60 are anticipating 
considerable improvement in the not distant future. Such 
expectations, however, are not unjustified, on the basis of 
the company’s past record of substantial earnings under 
reasonably normal business conditions. On the premise 
that general business recovery will carry forward well 
into 1939, at least, the shares of Hercules Powder appear 
favored with well founded speculative promise and 
acquisitions made during periods of general market 
reaction should prove profitable. 





J. C. Penney Co., Inc. 


1938 High 1938 Low Recent Price 
852 55 80 


Operating a chain of some 1,500 department stores, 
with heavy concentration in rural districts, J. C. Penney 
Co. is one of the country’s leading retail units. The com- 
pany does a strictly cash business and offers a wide 
variety of merchandise, including men’s, women’s and 
children’s clothing, dry-goods, etc. 

Although total sales of some $275,000,000 last year 
were about $65,000,000 greater than in 1929, reduced 
prices in the later months of the year and inventory 
write-downs cut net to $16,575,164 from $18,712,488 in 
1936. Net available for the 2,543,984 shares of common 
stock was equivalent to $6.52 and $7.36 a share, re- 
spectively. In the first half of the current year, sales 
declined 8.7 per cent, resulting in net of $4,702,609 
or the equivalent of $1.85 a share, contrasting with 
37,182,552, or $2.82 a share in the first six months of 
1937. More recently, the gap between current sales and 
those of a year ago has shown a tendency to narrow. 

The fact that cash farm income this year may be about 
13 per cent under that of 1937, reflecting principally lower 
prices of farm products, suggests that sustained improve- 
ment in the sales of J. C. Penney may be deferred until 
some time next year. On the other hand, it is indicated 
that the operations of the Government’s farm program 
will have the effect of placing close to a billion dollars 
in the hands of the farmers, spread over the closing 
months of this year and most of 1939. This would be 
an increase of about 15 per cent over the amount dis- 
bursed by the Government in the last twelve months. 

Total dividends paid on J. C. Penney shares this year 
amount to $2.50, the most recent quarterly disbursement 
being made at the rate of 75 cents per share. Based on 
probable dividends of $3.25 this year, the shares afford a 
fair yield and as an income producing vehicle, the shares 
possess considerable merit while, from the speculative 
standpoint, definite evidence of sustained improvement 
in sales and earnings would doubtless be accompanied by 
substantially higher quotations. 
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The Personal Service Department of THe MaGazine oF WALL STREET will 
answer by mail or telegram, a reasonable number of inquiries on any listed securities 
in which you may be interested or on the standing and reliability of your broker. 
This service in conjunction with your subscription should represent thousands of 


dollars in value to you. 


1. Give all necessary facts, but be brief. 


It is subject only to the following conditions: 


2. Confine your requests to three listed securities. 
3. No inquiry will be answered which does not enclose stamped, self-addressed 


envelope. 


4. If not now a paid subscriber use coupon elsewhere in this issue and send 
check at same time you transmit your inquiry. 


Special rates upon request for those requiring additional service. 





Collins & Aikman Corporation 


I am concerned over the net loss registered 
in the May quarter by Collins and Aikman. I 
am heavily committed in this equity, having 
bought two years ago at various levels above 
50. I desire both income and appreciation. 
What course do you counsel?—D. E., San 
Diego, Cal. 


Collins & Aikman’s plants are cur- 
rently operating at capacity. How- 
ever, the orders that are being filled 
are not new, but are deliveries which 
are being accepted by the motor in- 
dustry against old commitments still 
on the books, in preparation for 
1939 models. The improvement in 
the furniture fabrics division has not 
been so marked, although the pace 
of residential building has increased 
slightly. While profits for the 
quarter ended August 31, last, will 
not be large, operations are expected 
to be in the black. This will be ¢ 
substantial improvement over first 
quarter operations when a deficit of 
82 cents per common share was 
recorded. This compares with earn- 
ings of $2.09 a share sustained 
during the initial quarter of the pre- 
ceding fiscal year. Earnings of the 
company naturally fluctuate consid- 
erably, due to the unavoidedly 
speculative nature of the raw mate- 
rials used—cotton and mohair. More- 
over, increasing wages, fluctuating 
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raw material prices and general in- 
creased operating expenses, are fac- 
tors which have tended to lower 
profit margins for the company dur- 
ing the past year. As approximately 
65% of the company’s products are 
absorbed by the automotive indus- 
try—the rest being taken by the 
furniture and garment trades—the 
curtailment of production which has 
characterized the automotive in- 
dustry so far this year also had a 
drastic effect upon earnings. If con- 
ditions in the automobile field con- 
tinue to change for the better, how- 
ever, operations of Collins & Aikman 
could be put upon a highly profit- 
able scale quite readily. While 
dividends will probably not reach 
the $5 paid in the 1937 calendar year, 
a net working capital of over $10.- 
000,000 seems to indicate satisfac- 
tory disbursements over the longer 
term. The common shares, at pres- 
ent depressed levels, embody good 
speculative possibilities, and reten- 
tion of your commitment is deemed 
advisable. 


a! 


Douglas Aircraft Company, Inc. 


How do your analysts rate Douglas Air- 
craft as a medium for semi-investment at 
this time? What would you advise a new 
subscriber, who holds 250 shares purchased 
in 1936 at 77%, to do? Is there any likeli- 
hood of a year-end dividend?—A. A., New- 
ark, N. J. 


Development costs of Douglas 
Aircraft’s new transport plane, the 
DC4, will be charged off against cur- 
rent operations. As a result of this, 
previous estimates of $4 for the year 
to end, November 30, 1938, have 
been revised downward, and earn- 
ings in the neighborhood of $3.25 a 
share are now expected. The report 
for the six months ended May 31, 
1938, showed a_ consolidated net 
profit of $1,093,149, or $1.91 a share 
on 570,683 shares of capital stock 
(sole capitalization of the company, 
there being no funded debt at all). 
This compares with profits of only 
92 cents a share sustained during 
the initial half of the preceding fiscal 
term. Unfilled orders in the com- 
pany’s books as of May 31, 1938, 
amounted to $26,745,652, as com- 
pared with $26,800,000 on the like 
date in 1937. It is anticipated, 
moreover, that continued orders will 
be received from the army and navy 
and as soon as the new DC4 is ready, 
that commercial units will also in- 
crease their takings. An additional 
order from the army and other de- 
partments was recently received and 
totaled $6,670,000. Every indica- 
tion points to a well sustained de- 
mand for the products manufac- 
tured by this leading aircraft com- 
pany. Finances were in character- 
istically strong condition as of May 
31, 1938, total current assets being 
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$11,207,471, and total current liabili- 
ties only $2,868,551. The army re- 
cently decided to liberalize its policy, 
making certain payments in advance 
and thus releasing cash of its sup- 
pliers for other purposes. Douglas 
had close to $8,000,000 tied up in 
contracts in process at its year-end, 
a good part for the army, and had 
over $4,000,000 invested in mate- 
rials, so this development made a 
substantial difference in the balance 
sheet position. All bank loans which 
were outstanding as of November 
30, 1937, have since been liquidated. 
These developments could feasibly 
have some bearing on the remark of 
the president that dividends might 
be forthcoming this year. In view 
of the high rate of earnings and the 
extremely strong financial position, 
it is not unlikely that stockholders 
will receive some payment. Even if 
this is not immediately forthcoming, 
we believe that the shares of Doug- 
las are excellent longer term hold- 
ings for appreciation possibilities. 





Hudson Motor Car Co. 


If bought under $10 does Hudson Motors 
common offer exceptional speculative possi- 
bilities for price appreciation? This situation 
looks favorable considering the introduction 
of the new 112 model in the low-priced field. 
I hold 100 shares at 21 and would appreciate 
hearing from you—M. J., Hartford, Conn. 


Hudson Motor Car Co. is inter- 
ested solely in the manufacture of 
automobiles in the low and medium 
priced class and commercial vehicles. 
This absence of diversification caused 
the company to feel the affects of 
absence of demand more than other 
automobile manufacturers. Even 
the introduction of the new moder- 
ate priced “112” model did not per- 
mit the company to avoid the effects 
of unsatisfactory conditions in the 
automobile industry. As a result, 
first half vear operations resulted in 
a net loss of $2,759,532 or $1.73 per 
capital share. This compared with 
profits of 67 cents a share sustained 
during the initial half of 1937. Hud- 
son, during 1937, ranked as fifth in 
point of new domestic passenger car 
registrations. It is extremely doubt- 
ful. however, if 1938 will allow a 
duplication of this record, as the 
company’s share of total business 
available has been sharply curtailed 
so far during 1938. Moreover, it is 
questionable if any substantial 
pick-up will be possible during the 
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third and fourth quarter of the cur- 
rent term. Thus, a deficit for the 
full year of 1938 is anticipated. Not 
only does this beclouded outlook re- 
move the capital stock from any 
possible participation in dividends, 
but a further restriction is placed by 
the cumulative $2,898,239 in funded 
debt outstanding. Included in this 
funded debt are a_ substantial 
amount of first mortgage notes. As 
long as these notes remain outstand- 
ing, dividends must be declared and 
paid out of 50% of any net earnings 
in excess of $2,000,000 for the pre- 
ceding, fiscal term. It is obvious, 
therefore, that dividend resumption 
is not an early possibility. Under 
the prevailing circumstances, the 
capital shares of the subject com- 
pany must be given a_ speculative 
rating. Retention of moderate com- 
mitments, in anticipation of better 
market conditions, may be advo- 
cated, however. 





United States Rubber Co. 


Would you advise holding U. 8S. Rubber 
common which cost me 6734? I am gratified 
by the recent advance above 45 but wonder 
if this price discounts the improved outlook, 
especially in view of the loss reported for the 
first half of the year—D. 5., Spokane, Wash. 


If United States Rubber Co. can 
avoid large inventory write-downs 
at the year-end which were neces- 
sary last vear. full 1938 profits 
should be better than those of 1937. 
A high level of operations is antici- 
pated for at least the three coming 
months. This is true because auto- 
mobile producers have begun the 
manufacture of 1939 models and 
should be able to take larger orders 
of original equipment and _ tires. 
Sales of the company during the in- 
itial half of 1938 were about 35% 
from year earlier levels and as a 
consequence, a deficit of $1.81 per 
share was recorded. There is no 
comparison for these earnings avail- 
able, as they represent operations 
after full consolidation of subsidiar- 
ies. When it is considered that 
United States Rubber is in a posi- 
tion to stage a remarkable recovery 
in earnings given favorable condi- 
tions, the deficite operations in the 
first half are not too important. 
Given any betterment in the price of 
crude rubber, the company will 
benefit from operations on a rela- 
tively low priced inventory of raw 
material, also from the standpoint 


of a producer of that raw material. 
The long range outlook of United 
States Rubber is also heartening. 
Only recently there were sold to 
three insurance companies $45,000,- 
000 of mortgage 414s, the proceeds 
from which had been earmarked for 
the retirement of $50,000,000 first 
and refunding 5s. Not only will this 
financing effect further savings in 
interest requirements, but will avoid 
restrictions which the indenture of 
the retired bonds contained on the 
payment of preferred dividends. In 
addition to the mortgage 414s men- 
tioned above. the capital liability of 
the company consists of 651,091 
shares of $8, non-callable. non-cumu- 
lative preferred stock and 1,567,261 
shares of common stock. We feel 
that the possibilities of good earn- 
ings in the future makes the com- 
mon stock a good long term specula- 
tive medium and that retention of 
your holdings as a representation in 
the industry is logical. 





Tennessee Corp. 


Why is Tennessee Corporation selling 
around 6% in view of its earnings of $1.09 
last year? Is it likely to show continued 
gains this year? I nave 200 shares at 14. 
Would you advise averaging at the current 
price?—P. C., New York, N. ¥. 

Current indications point to sub- 
stantially curtailed farm income for 
the remainder of 1938 and the early 
part of 1939, at least. This fact, 
coupled with crop and acreage con- 
trol projects, introduce considerable 
uncertainty into the near term out- 
look for Tennessee Corp. The com- 
pany derives the larger part of its 
revenue from the manufacture of 
superphosphates and complete fertil- 
izers, supplemented by sulphuric 
acid. Some revenue is also received 
from copper and iron cinder and re- 
lated products. The effects of 
acreage reduction programs and de- 
clming farm purchasing power have 
already been apparent in the opera- 
tions of Tennessee Corp. For the 
initial half of 1938 profits of only 22 
cents per common share were re- 
corded, against 86 cents sustained 
during the like half of 1937. As the 
first half of the year represents the 
period of largest revenue for this 
company, it can readily be seen that 
full 1938 earnings will be substan- 
tially below the $1.09 a share regis- 
tered during 1937. Tennessee Corp. 
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has never been able to record con- 
sistent earnings and the operating 
record of the company has been 
characterized by sharp fluctuations 
in profits. This may be attributed 
to the “ups and downs” of price 
competition in mixed fertilizer and 
in fertilizer materials. Until some 
stabilization in prices is effected, the 
outlook of Tennessee Corp. will 
naturally remain in doubt. Even in 
view of the strong finances of the 
concern, therefore, dividend 
bursements are doubtful. The un- 
certainty of the future renders the 
common shares speculative, al- 
though some consideration must be 
given to them because of the low 
prices currently being quoted. In 
our estimation, averaging is cer- 
tainly not in order and retention is 
advised only to enable you to par- 
ticipate in possible higher prices as 
a result of general market improve- 
ment. 


dis- 





United Aircraft Corp. 


Why does United Aircraft lag behind other 
leading aviation stocks? With a large back- 
log of unfilled business and the prospect of 
greatly increased gross sales and earnings for 
this year, the stock looks cheap at its present 
level. What is M., St. 
Louis, Mo. 


your opmion?—L. 


Federal appropriations for the ex- 
pansion of the army and the navy 
are exceptionally large for the fiscal 
year of 1938-1939. As the majority 
of United Aircraft contracts are 
with the Federal Government, which 
it supplies with equipment that is 
accepted as practically standard 
parts for all of the recent additions to 
the aircraft arm of the services, the 
company can look forward to near 
capacity operations for some time to 
As of June 30, 1938, unfilled 


come. 

orders on the company’s books 
amounted to $24,074,000, as com- 
pared with $23,810,000 on Decem- 


her 31, 1937. The result in earnings, 
amounted to record profits for the 
period when 95 cents per capital 
share was recorded. This compares 
with 67 cents a share sustained dur- 
ing the initial half of 1937. It is 
estimated that full 1938 sales will 
approximate $40,000,000. If profit 
margins are maintained (all indica- 
tions point to a good margin) earn- 
ings for the full year of 1938 should 
approach $2 per capital share. In 
line with these larger earnings. it is 
anticipated that dividend disburse- 
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ments will exceed by a good margin 
the $1 per share paid during 1937. 
Finances of the company are strong, 
a net working capital of approxi- 
mately $14,500,000 being reported 
at the close of the 1937 vear. More- 
over, the capitalization of the com- 
pany is extremely simple, there be- 
ing only 2,531,607 shares of capital 
stock, par $5 outstanding. No bank 
loans or funded debt are carried on 
the company’s balance sheet. At 
present levels, we believe that the 
shares of the company represent a 
better than average speculation in 
the aircraft manufacturimg industry. 
On that basis, therefore. retention of 
your holdings is advisable and con- 
tinued acquisition of the shares 
would probably not prove unprofit- 
able. 





Texas Gulf Sulphur Co., Inc. 


In view of the favorable action of its group 
in recent markets, is Texas Gulf Sulphur « 
potential leader of this recovery? I under- 
stand that it will benefit from expansion in 
steel, chemical and textile lines. I hold 200 
shares of 72 for profit and income and would 
Bir- 


value recommendations —X. R., 


mingham, Ala. 


your 


Earnings of Texas Gulf Sulphur 
for the six months ended June 30, 
1938, amounted to 97 cents per capi- 
tal share. This is compared with 
profits of $1.03 per share sustamed 
during the initial half of 1957. 
Third quarter carnings should bene- 
fit from larger domestic shipments 
due to improved outlook for opera- 
tions in the chemical, paper, auto- 
mobile and other industries. More- 
over, demand from foreign countries 
has held up well so far during 1938 
and is expected to be maintained 
due to armament under- 
way among foreign governments. It 
is more than likely that 1938 results 
will amply cover the $2 dividend 
rate maintained by the company. 
So far this vear, dividends of $1.50 
per share have been paid. As the 
finances of the company eX- 
tremely strong— as of June 30, 1938, 
total current amounted to 
$12,646,721 against total current 
liabilities of only $3.987.242—further 
disbursements are probable at the 
close of the year. At present prices 
of around 36, the stock seems to em- 
body good chances for price appre- 
ciation, given any market improve- 
ment, as well as strong appeal to the 
investor looking for a stable income 
producer. We would recommend 


programs 


are 


assets 





full retention of vour holdings for 
further benefits. 





F. W. Woolworth Company 


I have 200 shares of Woolworth at 61. Do 
this time for price 


Considering the 


you advise holding at 
appreciation and income?’ 
1.7% decrease in sales to August 31, can you 
tell me the estimated earnings for this year? 
Is the $2.40 dividend secure?,—A. W., Ala- 


meda, California. 


Even though Woolworth suffered 
a decline of 1.7% in volume sales for 
the first eight months of 1938. the 
sales record of the company in com- 
parison to other variety store sys- 
tems has been exceptionally good 
during the current vear. It is believed 
that Woolworth will be able to main- 
tain a sustained sales volume for the 
remainder of 1938. thus showing 
satisfactory full vear profits. The de- 
crease in volume and increase in 
operating expenses have been offset 
somewhat by lower wholesale prices 
and continued good business from 
foreign divisions. The company’s 
unceasing policy to gradually extend 
its domestic chain has resulted in 
18 new locations for stores to be 
opened this vear. However, it is 
believed that the major portion of 
earmngs will be derived, not from 
the new stores. but from efforts to 
increase profits from the stores al- 
ready Woolworth has the 
advantage over the average store in 
this industry in that pricing, duc to 
inclusion of higher priced lines. is 
now sufficiently flexible to permit 
adjustments to cover changing costs. 
This removal of price limitation has 
also enabled the company to increase 
the diversity of merchandise handled, 
thus adding to the number of poten- 
tial buyers. Finances are extremely 
strong. total current assets Compar- 
ing with total current liabilities at 
the ratio of about 9 to 1 as of De- 
cember 1937. The company 
publishes no interim reports. The 
sole capital stock as of this date was 
9.703.612 shares of $10 par common 
stock and funded debt was carried 
at $11,.727.750 as of the same date. 
While it is doubtful if profits will 
equal the $3.42 per share registered 
during 1937, we do not look for 
much of a decrease for the vear of 
1938. At present, it is indicated that 
the $2.40 dividend rate is amply se- 
cure and that the shares are suitably 
priced in relation to the longer term 
outlook. 
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so that an outstanding buying opportunity will be 
created as the decline runs its course and a new base is 
established. Selected stocks will again bring large 


profits to shrewd and careful 
buyers. 


Profit with FORECAST 
Counsel 

In this critical situation, when 
judicious action can mean so 
much to your financial welfare, 
we urge that you avail yourself 
of Forecast counsel. We suggest 
that you do so on the same basis 
that you would consult profes- 
sional advice when it is vital that 
you know what to do. 


In the field of security guidance 
and prediction of market trends, 
THE Forecast has established 
an outstanding record . . . over a 
period of 20 years . . . with its au- 
thoritative sources of data, unique 
business contacts and widespread 
facilities. Its staff, as a result of 
long and practical experience, 
has advantageously served _in- 


vestors and traders in many situations like the present. 


Exceptional Profit Possibilities 
in Coming Mark 


‘on European crisis has forced down security prices 
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A Fourfold Service 


As a Forecast subscriber, you will re- 
ceive the following comprehensive service 
designed to meet your investment and 
business needs: 


1. Security Advisory Service 
Scientifically arranged programs to take 
advantage of short, intermediate and 
major market movements with 
definite advice as to what and when to 
buy and when to sell. 

Telegrams on all recommendations for 
short-term profit . . . as included 
in our Trading Advices, Bargain Indi- 
cator and Unusual Opportunities. 
Consultation by wire and by mail is open 
at all times. 

2. Business Service 

Concise review of current situation with 
latest factors and their effects 


3. Commodity Service 

Digest of position and forecast of leading 
commodity trends. 

4. Washington Service 

Legislative developments as reported by 
our correspondents. 





‘\ 





Fa 





Free Service 


Strengthen Your Position 


Through our short-term advices of what and when to 
buy and when to sell, you can take advantage of im- 






et Movements.. 


portant market movements with the object of securing 
profits to increase your equity. You can also gradually 
lay the foundation for very substantial profits through 
our Longer Term Recommendations as the next recovery 


phase gets under way. All com- 
mitments made on our advices 
are kept under our continuous 
supervision you are also 
informed when to contract or ex- 
pand your position. 
Unusual Opportunities 
Developing 

Sound common stocks, low and 
moderate in price, form our Un- 
usual Opportunities Program. 
The maximum number of stocks 
carried at one time is five. With 
$1,000 you can buy 10 shares 
of all these recommendations on 
an outright basis. Of 
with a larger amount you may 


course, 


increase your operating unit 
proportionately. You will find 
the Unusual Opportunities pro- 
gram especially valuable in the 


profit-making period ahead. 


To cooperate with you under 


present conditions, we are glad to 
to November 1 extend to you our new special offer 
of free service to November 1. By 


that date, your profits through our counsel, should 
more than cover our moderate fee. 





90 BROAD STREET 


THE INVESTMENT AND BUSINESS FORECAST 
of The Magazine of Wall Street 
CABLE ADDRESS: TICKERPUB 


NEW YORK, N. Y. 


I enclose $75 to cover my six months’ test subscription to The Investment and Business Forecast with ser- 


Free Air Mail 
Service 


(] Check here if you 
wish Air Mail and it 



























vice starting at once but dating from November 1, 1938. I understand that regardless of the telegrams I 


select, I will receive the complete service by mail. ($125 will cover an entire year’s subscription.) will expedite delivery 


of our weekly and spe- 
cial bulletins. This ser- 
vice is provided FREE 


in such cases in United 


Send me collect telegrams on all recommendations checked below. (Wires will be sent you in our Private 


Code after our Code Book has had time to reach you.) 


C] UNUSUAL Low-priced Common Stocks for Market Appreciation. Two or three wires a : 
OPPORTUNITIES ™onth. Three to five stocks carried at a time. $1,000 capital sufficient to buy States and Canada. 
10 shares of all recommendations on an outright basis. e 
Cc TRADING Active Common Stocks for Short Term Profit. Two or three wires a month. 
ADVICES Three to five stocks carried at a time. $2,000 capital sufficient to act in 10 We serve only in an 
shares of all recommendations on an outright basis. advisory capacity, han- 
oO BARGAIN Dividend-paying Common Stocks for Profit and Income. One or two wires a — aa —_ pail eri 
INDICATOR month. Three to five stocks carried at a time. $2,000 capital sufficient to buy s l nt ; “4 
10 shares of all recommendations on an outright basis. cial interest in any 
issue or brokerage 
RR ee becesasen peeks ees hee eae ser CAPITAL OR EQUITY AVAILABLE.............. house. Our sole objec- 
tive is the growth of 
UN Gere re bbe Oe ote cere Ay EERE Gain Sere me emer = =e Gree Rene aed suinmauie oc or Cel al te 
| ee Ser MT EM a re ee Sept. 24 come through counsel 


to minimize losses and 
secure profits. 





Continuous Consultation Service Provided. List Your Securities Now for Our Analysis. 
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M. W. 5. Index (per capita basis) 

. 

| HIGHLIGHTS 
ring 
ally INDUSTRY—Outlook favorable here, 
ugh regardless of developments abroad. 
very 
ite TRADE—Retail sales above last year. 
ices ° 

- 
re " COMMODITIES—Orthodox response 
, if iH to shifting war news. Decline in re- 
o tail prices checked. 

| MONEY AND CREDIT—Bank invest- 
oni ments expanding. Foreign curren- 
Un- cies weak. 
ram. 
ocks 
Vith 
ares 
> ON 
rse, 
nay 


unit e 
find 
the 
der There is little evidence that Europe's war 
mm clouds have as yet had a harmful effect upon | SUPPLY & DE MAND 


Business Activity in the United States. a a 
fer Hesitation noted recently began a week before — AB vn 
By the war scare became acute, and has been 
uld caused mainly by moderate slackening in Lum- T 
ber Shipments and Cotton Cloth Produc- 
tion, a logical sequence to over rapid expansion 108 at 
— in these industries during the past few months. 
Automobile Assemblies, Car Loadings 
and Steel Operations, on the other hand, 100 
continue to forge abead at a somewhat better LY KY 
than normal seasonal pace. From 73% of the 95 |_| 
1923-5 average during July, per capita Busi- 
ness Activity rose in August to 79.2, as 
against 100.5 a year earlier. For eight months, 
the average has been 71.2, compared with 96.7 
during the like period of 1937. Rather curi- 
ously, the smallest decline below last year has 
for some months been located in the southern pe 
states, which President Roosevelt's Economic \ 
Commission finds the most backward. A 

* * * 7 \ A 

It is perhaps something more than coinci- \ 
dence that sharp expansion in Business Activ- 70 Wy 
ity during the past two months has been 
accompanied by the first increase of the year 65 
in Government expenditures over the corre- 
sponding period of 1937. For the first six P nce! PeONoMICs STATISTICS INC.| 
(Please turn to next page} JF MAM JIA SON DI FMAMI IA SOND 
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Latest Previous Last 
Date Month Month Vass PRESENT POSITION AND OUTLOOK 
INDUSTRIAL PRODUCTION (b) ; 
5 ETS SO aaa he June 90.1 89.6 110.3 (Continued from page 697) 
Cineda eT] Same «9878S Hosp | Months total Government expenditures were 630 
United Kingdom............... July 108.7 109.8 118.8 ee ee ee a eee 
Ital Jul 93.9 1161 0 4 July, total outgo topped the like month of 1937 
aa, Riveter Oe te ae rd 1951 196.0 bap by 104 millions; and for August, the increase 
Sie OCaN tk einen aN 4 thet ; : : rose to 125 millions. Since the flood of dollars 
for pump priming and relief is scheduled to swell 
WHOLESALE PRICES (h) <a Aug. 77.8(pl) 78.8 87.5 monthly up to a crest sometime during the early 
spring of 1939 it is quite conceivable that further 
sag raonplarte (d) Pe ae eae 03:9 recovery of dynamic proportions may eventuate 
Food. Gk io aie pageant ees July 81.7 81 9 877 from any definite break in the political tension 
“oyna labs a CS a july 866 86.7 871 abroad, be the outcome peace or war. The 
Clothing Wirt Rent <A At July 73.5 73.9 169 1937-8 slump somewhat resembles the depression 
” tea and Light GAS “cept sae aseaey: July 841 83.7 84.4 of 1920-1 in that both appeay to have been char- 
Ree ea eer ee ee : s acterized by over-accumulation of inventories, 
i PCE dollar SP et oe ed Neg a Regs and it is quite conceivable that recovery in the 
sa 4 : y : present instance may be even swifter than the 20 
NATIONAL INCOME (em){....| July $5,140 $5,268 $5,766 | manths consumed in undoing the post-war 
eas : : é debacle. 
CASH FARM INCOME} a Le ae 
Farm Marketing................ July $609 $514 $740 ’ ‘ 
Including Gov't Payments....... July 644 559 751 Under the leadership of wheat, raw material 
Total, First 7 Months........... 1938 Bee. 8. ee 4,579 prices have run true to form recently in tallying 
Prices Received by Farmers (ee)..;| Aug. 92 95 123 to the beat of war drums, and now average only 
Prices Paid by Farmers (ee)...... Aus. 129 123 132 22% below last year. Retail prices on Sept. 1 
Ratio: Prices Received to Prices were at the same average level as a month earlier; 
PRN) ts eae acme, Aug. 75 77 93 but about 8% below last year. Department 
store sales during August were only 6% below 
FACTORY EMPLOYMENT (f) 1937, against an eight months’ decrease of 1 O%. 
Durable Goods............... July 64.2 65.8 98.9 With the return of vacationists and reopening of 
Non-durable Goods............- July 89.4 86.7 104.1 schools, trade in many instances has recently been 
topping last year. Outlook is for gradually rising 
FACTORY PAYROLLS (f)..... July 67.5 67.2 100.4 profits, with fourth quarter earnings probably bet- 
(not adjusted) ter than last year. For the month of August, daily 
average variety store sales were about 5% 
ee oe Sales (f) A 83 85 99 under last year, against a 6% decline for the first 
fete 8 Sales ( . era Ace 106.4 108.1 113.2 eight months; while rural retail sales were off 
epi Ste Sel 6) 20 eat are ea 109.4 119.9 1160 less than 1%, compared with an eight months’ 
ialtutdet)......... hae 114.2 110.2 115.1 | cop of 8%. 
Retail Prices (s) as of........... Sept. 1 89.0 89.0 96.6 $i ec 
FOREIGN TRADE dings have risen to the best level of 
Merchandise Exportst.......... i ere er nd | ee ee eee Looe can 
Cumulative year's totalf........ we. 3d ARIB4 st... 1,804.7 saeeam ok $997. Failed ul eadiieien tote 
ise Importst.......... | 140.8 145.9 265.2 . 4: 3 
Merchandise Imports t July railroad wage dispute postpones the outcome 
Cumulative year's totalf........ Bile St: 1100S: eS 1,948.6 PEM LUD AE BER BE IE SSE RE Apa? 88 
RAILROAD EARNINGS succeed in negotiating substantial reductions in 
Total Operating Revenues*..... 1st 7 ms. $1,936,049... $2,451,959 | interest payments may use part of the resulting 
Total Operating Expenditures*..|1st 7 ms. 1,554,186 ...... 1,825,155 savings to buy new equipment. 
pS SORE BEN Sareea Macys: AST OSA 190,388 
Net Rwy. Operating Income*.../1st 7ms. 109,335 ...... 360.452 hy Tin dn si 
Operating Ratio %............ 1st 7 ms. See a 74.4 Z : 2 
Rate of Return %..............- 1st 7 ms. O08 0: 2.719 While residential building stil falls far short 
BUILDING Contract A 4 (k) of supplying the normal demand for around 
ontract Awards 500,000 new homes yearly, and has not even 
Total. sete e nets tee eeen ences Aug. $313.1 $239.8 $285.1 dented the huge accumulated shortage, the longer 
* Residentialf...............--- Aug. 99.6 88.0 73.5 term trend is now unmistakably upward. Since 
Public Works and Utilityt....... Aug. 125.1 79.2 94.5 | each dollar spent on home building means 50c 
Non-Residentialf............-. Aug. 87.3 72.6 117.2 | for material and an hour of direct and indirect 
Publicly Financed t ph cb cine ¢ ttek 3 Aus. 121.4 97.8 107.5 | work for labor, a substantial recovery in new con- 
Privately Firancedt............ Aug. 142.0 142.0 177.6" | struction activities would be of material aid to 
esa | general recovery. Engineering construction 
pees foes of . Se Pe ek Aug. $73.4 $67.7 $74.4 | awards for week ended Sept. 8 were 42% ahead 
New York Cityt............-5: Aug. 27.3 73.1 13.2 | of rag ah week (with oh awards vege 
ISS | Ne. 7, SRR baie a re Aug. 100.7 140.8 87.6 ing:3 gain), against a cumulative increase o 
' —_——| only 3.7% from Jan. 1. Mortgages accepted for 
Engineering Contracts (En){..... Aug. $236.3 $223.3 $170.1 insurance by the FHA in August were 82% 
. ————————| ahead of last year, compared with an eight 
yes epee COST INDEX ie eae 933.1 oa0.&5 months’ increase of only 25%. 
n ee, LAr eR ug. : : Y 
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t—Millions. *—Thousands. 





(b)—Annalist Index 1928—100. 


1930—100. (En)—Engineering News Record. (Ry)—Railway Age. 


(ba)—-Federal Reserve 1923-25—100. (c)}—Dun & Bradstreet's. 
(cm)—Dept. of Commerce estimates of income paid out. (d)—Nat. Ind. Conf. Bd. 1923—100. (e)—Dept. of Agric., 1924-29—100. (ee)— 
Dept. of Agric., 1909-14—100. (f}—1923-25—100. (g)—Chain Store Age 1929-31—100. (h)—U.S.B.L.S. 1926—100. (j)—Ad- 
justed—1929-31—100. (k)—F. W. Dodge Corp. (m)—lron Age. (n)—1926—100. (pl)—Preliminary. (s)—Fairchild Index, Dec., | 


Previous Last 

Dite Saath Month el PRESENT POSITION AND OUTLOOK 

| | STEEL ‘ 

: Ingot Production in tons®....... | Aug. 2,547.0 1,982.0 4,877.8 CTE Bebe : Ss. 
Pig Iron Production in tons*. es ‘| Aug. 1,494.0 1,201.8 3,605.8 Te caggp etter accugee aoa Peden site 
Shipments, U. S. Steel in tons*..| Aug. 558.6 441.6 1,107.9 September output of cars and trucks in the U. S. 

a and Canada is estimated at 145,000. Dealer 

ee a sales of automobiles are picking up contra-sea- 

roduction sonably, and field stocks of new cars are the lowest 
Factory Sales.................. | duly 141,437 174,667 438,968 since Sept., 1935. Used car inventories are a 
Total Pat TONS. bs esc. | 1938 Pe Od Sa ana 3,127,266 third lower than last year. New models will be 
—_ st Cars, U.S. (p) Jul 148,900 “453 005 365.767 much improved in appearance, without radical 
fassenger Cars, U.S. (p)........ | July : : i . : ; MPR: 
Tet S Gey... ...... 2... duly eG Sneek... Gt ae | ee rey lower In orien. 
| PAPER (Newsprint) | PRN wee 
Production, U.S. & Canada* (tons).| Aug. 287.7 265.8 399.0 
Shipments, U. S. & Canada* (tons).| Aug. 270.7 275.2 389.2 Shaiushisibiie sevtdctidis Ua Uo’ I:%: ad Coli 
i * eS 
Mill stocks, U.S. & Canada (tons)} Aug. 218.9 201.8 188.2 ditig' Actoihs teouah uhtad of July, ves 2%, 
LIQUOR (Whisky) below August of 1937. August shipments were 
Production, Gals.*.............. ee 3,915 4,715 7,522 | under July, and 30% less than a year earlier. 
Withdrawn, Gals.*.............. July 4,313 5,175 4,126 Stocks at mills on Aug. 31 were 16% larger than 
ea ee July 470,401 471,160 448,134 | last year. Most other branches of the paper 
ug ; : 4 industry are showing gratifying improvement. 
GENERAL 
Machine Tool Orders (f).......... Aug. 120.9 89.6 179.8 BLO ae 
Railway Equipment Orders (Ry) 
RNONNNII 55 5 os 30 ho Via 0 00's Aug. 18 3 39 
RINE CMG S20 ls. cae Ss cle e'e a Aug. 303 None 1,490 The Tanners Council of America predicts that 
WUMMMRIOCINS sk Oh ah bad Aug. None None 1 shoe production during the second half will 
Cigarette Productiont............. July 13,784 14,717 15,290 reach 197,000,000, pairs, against only 178,000,- 
Bituminous Coal Production * (tons).| Aug. 28,280 23,357 33,988 000 for the first half; bringing the year’s output 
Boot and Shoe Production Prs.*...| July 30,416 26,744 34,842 to 375,000,000 pairs, compared with 412,000,- 
Portland Cement Shipments*...... | July 10,163 10,932 12,240 000 in 1937 and 361,000,000 in 1929. Leather 
inventories held by shoe manufacturers are low. 
COMMERCIAL FAILURES (c)..| Aus. 974 995 107 
WEEKLY INDICATORS 
Lan: Reeves Year PRESENT POSITION AND OUTLOOK 
Date Week Week Ago 
ELECTRIC POWER OUTPUT : 
|. eR eRe | Sept.10 2,048 2,149 2,154 Electric power output over the week con- 
taining Labor Day was only 5% below last year, 
TATION and the margin of decline should continue to 
Le nie Bee hry ean = ts Sept.10 568,887 648,039 711,299 narrow, since an expanding trend from now on will 
RS a PFE ey, Sept.10 30,526 42,029 31,700 come into comparison with receding output during 
Mc ois Viatoie aes Sept.10 99,863 116,576 118,355 | the oe — _ Mega vg ¢ ibged ot 
Forest Products.................. Sept. 10 26,634 30,093. 33,656 _| Poses to supply financial aid, where needed, to 
Manufacturing & Miscellaneous....| Sept.10 232,801 257,865 289,327 | encourage construction of additional steam-elec- 
(See a eer Sept.10 134,451 155,143 147,031 tric cag facilities which might be required in 
war time. 
STEEL PRICES pee 
Pig lron $ per ton (m)............ Sept. 13 19.61 19.61 23.25 While the steel operating rate has climbed 
Scrap $ per ton (m).............. Sept. 13 14,42 14.42 19.33 to 45% of capacity, the highest level of the year, 
Finished ¢ per Ib. (m)............ | Sept. 13 2.30 2.30 2.512 | the industry as a whole remains in the red. A 
number of large users are still withholding orders 
STEEL OPERATIONS pending determination of wages under the Walsh- 
% of Capacity week ended (m)....| Sept. 17 45.5 40.0 80.0 Healy Act. This should be settled soon, how- 
| ever, and, with automobile industry buying ex- 
CAPITAL GOODS ACTIVITY | pected shortly, it is quite possible that production 
(m) week ended.............. Sept. 10 56.9 58.4 85.9 may expand beyond the pay point during the 
| fourth quarter. 
PETROLEUM io * © 
Average Daily Production bbls.*..| Sept. 10 3,207 3,349 3,642 | Although gasoline inventories are now only 
Crude Runs to Stills Avge. bbls.*..| Sept. 10 3,235 3,195 3,450 | 8% above last year, compared with a 14% excess 
Total Gasoline Stocks bbls.*...... Sept.10 70,860 70,514 66,297 | three months ago, tank car prices in the East have 
Gas and Fuel Oil Stocks bbls.*....| Sept.10 149,104 147,646 113,590 recently been reduced 4c. World petroleum 
Crude—Mid-Cont. $ per bbl...... Sept. 17 1.22 1.22 1.27 production for the first half was 2.3% below last 
Crude—Pennsylvania $ per bbl....) Sept. 17 1.28 1.28 2.08 | year; with U. S. output (75% of the total) de- 
Gasoline—Refinery $ per gal...... Sept. 17 06%, 0658 06%| clining 2.8%. | 
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were overshadowed by + 


Trend of Commodities 


Despite erratic fluctuations, commodity prices as a whole 
have recorded a net gain for the past fortnight. During 
this period, however, markets have been kepi in a constant 
turmoil by the day-to-day developments in the European 
war crisis. Most spectacular price changes occurred in such 
war commodities as wheat and sugar. Crop news and other 
developments more directly related to the immediate future 

Ms dramatic sequence of events 


abroad. The metal group was featured during the past week 
by advances in the domestic prices of copper, lead and 
zinc, reflecting mainly the steadily improving statistical 
position of these basic commodities. 
in response to the announcement that fourth quarter quotas 
would remain at 45 per cent of basic allotments. Except in 
those commodities, burdened by unwieldly surpluses, the 
business prospect favors firm to higher prices. 


Rubber futures rose 
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Latest Previous Year 
Dete Wk. or Mo. Wk. or Mo. Ase PRESENT POSITION AND OUTLOOK 
COTTON | Cotton. Alter selling at the lowest prices in 
Price cents per pound, closing | the past five years, cotton rallied moderately toward 
RN a Me oS se FEN Sept. 17 7.74 7.89 8.85 the close of the past week, apparently under the 
EE ES ee Sept. 17 7.77 7.93 8.74 | impetus of the somewhat more hopeful turn of 
Mere erie eS) ss ss okie Sept. 17 8.25 8.01 9.06 | events abroad rather than any change’ for the 
(In bales 000's) | better in the supply-demand situation. The latest 
Visible Supply, World........... Sept. 16 8,018 7,777 5,168 Government crop estimate based on conditions 
Takings, World, wk. end.......... Sept. 16 312 296 235 as of Sept. 1 placed the new cotton crop at 
Total Takings, season Aug. 1 to....| Sept. 16 1,798 1,586 1,671 11,825,000 bales. If the actual crop approxi- 
Consumption, U.S............... Aug. 561 450 604 mates this figure it will be the smallest since 1935. 
Exports, wk. end..............:. Sept. 16 55 83 154 Nevertheless, total supplies will exceed 25,000,- 
Total Exports, season Aug. 1 to....| Sept. 16 407 359 513 000 bales, 7,000,000 more than “normal.” 
Government Crop Est............. Sept. 1 11,825 11,988 18,946(e) cen tangs? 
Active Spindles (000's).......... July 21,916 21,144 24,394 Wheat. Wheat is probably the most war- 
conscious commodity. During the past week 
WHEAT prices have risen sharply when the outbreak of a 
Price cents per bu. Chi. closing major war in Europe seemed inevitable; prices 
September..........--.-205- ..| Sept. 17 66%, 62% 103% | Fell — ee - ——_ Lo such 
EEL EE OSE Pee Sept. 17 66 63 1043 . oe astrophe mig e@ staved off. ecent figures 
Enmeee be. f00's since July 1 to. Sept 10 seer 29,284 — _— that ~ co — ~— ret nog 
bu. (00's) wk. end....... Sept.10° 2,953 3015 1, merican wheat wi unt to about 550,000,- 
Viole rs ts (000's) as of... Sept 10 123,741 119,757 130,005 000 bushels, or more than adequate to meet the 
Gov't Crop Est. bu. (000’s)....... Sept. 1 937,000 955,989 873,993(e)| requirements of all importing nations, without any 
consideration of supplies of European, Argentine 
CORN or Australian wheat. 
> * * 
i r bu. Chi. closin ; 
eae | seut7 53m) 11214] _ Comme Te tener dete, com pices have 
(OS A eee Sept. 17 5114 49%, 63 ase Aine ee ae mitts : st be ong 
Exports bu. (000's) since July 1 to.} Sept.10 39,785 36,022 81 spo pene eu t pWegeenes . eas neg b A i‘ 
Visible Supply bu. (000's) as of...| Sept.10 10,079 je —_ " ease gate have aes out of St. Bier 
Gov't Crop Est. bu. (000's)....... Sept. 1 2,454,500 2,566,222 2,644,995(e) cies saaitesed ts Citiane 
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i Ca Se wo pa PRESENT POSITION AND OUTLOOK 
— d Copper. August figures disclose further 
one COPPER improvement in the statistical position. World 
tical | Price cents per Ib. stocks of refined copper declined 28,672 tons. 
mb ae oT ptt ce ilar lai sre i - og Si 10% pipet Domestic stocks were reduced 24,780 tons. 
iotas ie SS APSA wy ee eee ce ee ept. e ° ° W. Id d li ; i A st increased bo t 
pt in Refined Prod., Domestic (tons).....| Aug. 38,053 35,596 82,835 10,000 bon cai bits, while domadic dotnewdias 
the Refined Del., Domestic (tons)... .. Aug. 48,071 41,249 68,010 init up 6,822 tons. Total domestic sales in 
Refined Stocks, Domestic (tons)....| Aug. 315,191 339,970 126,180 August were 23,195 tons, the bulk of which was 
Refined Prod., World (tons)....... Aug. 148,908 .139,483 188,380 for November delivery. Continuation of this 
Refined Del., World (tons)........ Aug. 177,580 167,782 170,180 favorable trend would warrant a further increase 
Refined Stocks, World (tons)...... Aug. 494,524 523,196 331,310 in prices above the 10.25 cent level. 
* x + 
TIN Tin. Prices have recently firmed mod 
. * y firmed moderately 
Price cents per Ib., N.Y... ... eee Sept. 17 43.55 42%, 59.03 but buyers are cautious, an attitude doubtless in- 
= rings? ough me box......--| Sept. 17 5.35 5.35 5.35 spired by war threats. Tin plate operations in the 
orld Visible Supplyt.........-. Sept. 1 32,251 31,097 26,016 U. S. continue to hover around 30% of capacity. 
% 5 ee egrale PS Nabe 2 Aug 3,775 3,775 5,780 Announcement on fourth quarter quotas has not 
. S. Visible Supplyf..........-- Aug. 1 11,161 9,966 11,705 been made but no change is anticipated. 
| * * * 
= ; lb. N.Y foe “aie 1“ 650 Lead. Prices last week were advanced from 
rice cents per Ib., N. Y.......... ept. : d : 4.90 to 5 cents d, New York. All cl 
U. S. Production (tons).........-- July 31 488 35,028 45,496 of pts othe dos malted to ne in the rmaiheed 
4 Shenae 164 “Seema: July 40,601 35,343 41,127 on the buying side and tonnage sales in the past 
tocks (tons) U. S., as of.......... July 154,231 163,346 111,103 week were nearly double the previous volume. 
+ * + 
a ee Zine. Although August production increased 
US ter per !b., ot. Louis....... Sept. 17 4.85 4.15 7.25 about 3,300 tons, shipments exceeded output by 
U. ¢ Shi nea nce ee eins b Pe i oer peed 2,831 tons and stocks were cut to 143,377 tons. 
- 9. shipments (Kons).........--- ~ /Nug. 1 ! ’ Prices were increased from 4.75 cents to 4.85 
Stocks (tons) U. S., as of........-- Aus. 143,377 146,208 11,227 cents, East St. Louis. Galvanized activity is hold- 
SILK ing around 60%. 
* * ” 
Price $ per Ib. Japan xx crack... .. Sept. 171.75-1.80 1.77-1.89 1.85-1.90 Silk. August deliveries to American mills 
Mill Dels. U. S. (bales), season to..) Sept. 1 71,097 32,593 64,956 were the largest since April, 1937. Takings in- 
Mill Deliveries U. S. (bales)....... Aug. 38,504 32,593 33,557 creased and stocks at the end of August were down 
Visible Stocks N. Y. (bales) as of../ Aug. 31 39,747 42,305 44,183 more than 2,500 bales. Hosiery shipments in 
Visible Stocks, World (bales) as of. Aug. 31 135,347 138,105 = 152,083 July were 9% under those for that month a year 
ago. Seven months’ shipments, however, were 
RAYON (Yarn) ff only 6.4% from the 1937 level. 
Pilem CON ETN! s 05555008 ose» Sept. 17 51.0 51.0 63.0 esheets gy . ¢: * it 
SPMTIVINU AED 5 cans as 0 0:05 0.6 we 0 Aug. 895 841 693 Ra A : 
5 4 yon. ugust shipments of rayon yarn 
All Rayon—Month's Supply.... - . Aug. 31 2.3 3.1 0.2 were the largest on record. As a result a sub- 
stantial cut has been made in producers’ stocks. 
WOOL Higher prices could b rted. 
es Price cents per Ib. territory fine....| Sept. 17 68-70 68-70 101-103 ee ee * . os xs 
H HI Wool. Continued improvement in supply- 
DES d d situation likel I louds tend 
: Price cents per Ib. hvy. native Chi..| Sept. 17 12.0 12.0 17% pan raersaeer sind mantage ae te ee 
of Visible Stocks (000's) (b) as of....| July 31 13,910 13,967 15,030 sate aaa 
e No. of Mos. Supply as of... .-.-. July 31 9.0 8.9 8.0 Hides. Present outlook favors rising consump- 
st tion of leather goods during remainder of year. 
nS RUBBER ‘ ‘ ° Stocks of finished leather goods are low and 
at Price cents per Ib.............--- Sept. 17 16% 15% 19% potential replacement demand is nearing the neces- 
i- ease U Si ost eebeerbece on et Ld pet mee anid Hide supplies, however, are due 
Yc MS REP a aa : : : , ch de Soleil ; 
. Sissies US.asof.....:.........| Aug. 277463. 904014 174,195 gaptaeens oa at 
: Tire Production (000's)........... July 3,353 3,109 4,292 Rubber. Domestic consumption of crude 
Tire Shipments (000's) LT gp RR July 3,947 4,067 5,190 rubber in August rose 18.5% above the July 
“i Tire Inventory (000's) as of ........ July 8,201 8,763 11,654 level. Imports in the latest month were down 
k 7 nearly 36% and srocks declined 7,451 tons. 
a COFFEE . j F Prices rallied sharply on the news that the Inter- 
$ Price cents per Ib. (c) aerate te. Sept. 17 7% 7% 11% national Rubber Regulation Committee acted to 
h —- (bags eq 2) pg :i Moog 1,185 " aoe retain sir quarter a at 45%. Some in- 
mports, season to...........---- ug. Brat SRE 7 db : ted. 
. US. Villids Supply (bags 000's)..| Sept’ 1 1404 196542 «1397 |“ 
A Coffee. Deliveries in the first two months of 
. SUGAR the new crop year registered a gain of 611,680 
y ge cents NI o 5 Beek as een ne ois bags. Brazilian coffees accounted for most of the 
i. ei ee ee | eee 
Refined (Immediate Shipment)...| Sept. 16 4.60 4.60 5.06 th — ig who prema niger’ has shared 
U. S. Deliveries (000's)*.......... 1st 7 mos. | eR dee 3,935 o Psi z likely nig pase dean til th a 
e note erratic and are li continue so until the situa- 
A U. S. Stocks (000’s)* as of (f)....- July 31 Pe Ae Ore 1,344 on abcnad'te cleeak 
2 
. (a)—Expressed in % (1923-25—100). (c)—Santos No. 4.N. Y. (e)—1937 Harvest. (f}—Refiners’ stocks of raw and refined. 
; *—New season began July 1. f—Long tons. *— Short tons. 
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i Year 
Date Week Week Ago COMMENT 

gi aay vemos ty a Rees Sept. 17 114% 1%4% 114% Banking statistics in the latest week reflect 
Prime Commercial Paper.......... Sept. 17 34% 34% 1% vividly the acute nervousness in foreign banking 
ESS SG eae ene Sept. 17 1% 1% 1% circles. Chiefly owing to large Federal outlays 
eek its MY Sept. 17 1% 1% 1% for gold, excess reserves of all Federal Reserve 
Shlain : Banks ——s $100,000,000 * the week 
CREDIT (millions of $) ended September 14. As a result, excess re- 
Bank Clearings (outside N. Y.)..... Sept. 3 2,198 1,965 2,549 | serves at $3,130,000,000 were within $20,000,- 
Cumulative year’s total to......... Sat: 3 79452) 93,364 000 of the three-year high reached on July 13, 
Bank Clearings, N. Y............. Sept. 3 3,079 2,608 += 3510 | last. In this ‘latest week, the Treasury bought 
Cumulative year's total to......... Sat 3s 408018. ce: 131,401 $184,000,000 of gold the largest quantity ac- 
F. R. Member Banks quired since February, 1934, shortly after the 
Loans and Investments.......... Sept. 7 20,842 20,861 99 315 dollar was revalued. Further reflecting the tense 
Commercial, Agr., Ind. Loans....| Sept. 7 3,888 3,886 4,688 conditions abroad, foreign bank deposits in New 
Side Pibunes. 5s... <0. + .c 255 Sept 7 670 ‘690 1,363 York Member Banks increased $78,000,000 
Invest. in U.S. Govits.......... Sept. 7 7,792  —-7,789 ~— 8,190 | inthepastfortnight. The latest statement of New 
Invest. in Gov't. Gtd. Securities. | Sept 7 1655 1655 1,132 | York Member Banks revealed an increase of 
Other Securities............4-. oat | aoe ee eee | eee ee ane and neers 
: earnings assets. e increase, lo n- 
Time Deport, scl] Seok 7 ‘317 "Sato 's'989. | telbuted $52,000,000 and investments, $1100, 
New York City Member Banks " : 000. In the latest week, however, loans to 
Total Loans and Invest.......... Sept. 14 7,773 7,710 8,285 CoRemercs and industry declined $1,000,000 
Comm'l Ind. and Agr. Loans....| Sept. 14 1,465 1,466 1,876 bringing the total drop for the past two weeks up 
EE SEE IT I Sept.14 585 544 1,118 | © $14,000,000. An increase of $41,000,000 
ae ay a Sept. 14 2 869 2 862 2896 in brokers loans of local banks reflected principally 
Invest. in Gov't Gtd. Securities...| Sept.14 794 ‘792 398 | the expansion in dealers’ portfolios of Govern- 
Other Securities............... Sept. 14 1,085 1,083 942 ment obligations prior to the September 15th 
Dement Detede:............. Sept. 14 6.474 6 381 5.998 financing. Excess reserves are due shortly for a 
Time Deposits................. Sept. 14 ‘684 659 ‘799 sizable drop, perhaps to the $2,500,000,000 
Federal Reserve Benks level, as a result of Treasury financing, tax pay- 
Member Bank Reserve Balance...| Sept. 14 8,425 8,269 6,865 ments and Treasury expenditures, both regular 
Money in Circulation.......... Sept.14 6,550 6,579 6,554 | and for.pump-priming purposes. This opens up 
Gold Stock.............s0000. Sept.14 13,421 13,237 12,651 | the possibility that Federal Reserve Banks 
Treasury Currency.............. Sept. 14 2,733 2,729 2,590 may engage in open market buying of government 
Treasury Cash...............4. Sept.14 2,759 2,519 = 3,495._|_ bonds in order to cushion the drop in excess re- 

Excess Reserves............... Sept.14 3,130 3,030 ~~... ee tg 2 

i caeas kos ae : Despite the — markets, with war clouds 
overing over Europe, new issues are meeting | 

NEW FINANCING (millions of $) — i mae with considerable success. A $25,000,000 of 

aI Mi ie Aug 335.8 180.6 108.0 | Atlantic Refining debenture 3's, priced at 99 
> SEES eaten Aug 124.7 129.0 50.9 | Were easily disposed of to both institutional and 
I ec sih casa Cbs Aug 911.1 51.6 57.1 Private investors. 
POSITION OF FOREIGN BANKS 
Sept. 14, 1938 Sept. 15 1937 COMMENT 

BANK OF ENGLAND Hopes of an early business recovery in Great 
SS SES are ae £478,593,000 £488,153,000 Britain have bogged down in the morass of fear 
Public Deposits................. 21,570,000 12,463,000 and worry over the possibility of another Euro- 
Private Deposits................. 135,970,000 144,488,000 pean war. Actual business statistics confirm 
Bankers’ Accounts.............-- 99,593,000 108,397,000 the lengthening of the slump. New car registra- 
Other Accounts................. 36,377,000 36,091 ,000 tions in July total only 34,594, compared with 
Government Securities............ 98,531,000 109,073,000 45,047 in the corresponding month a year ago. 
Other Securities... - 5... ......6..: 27,950,000 26,237,000 Production of steel in August was down to 658,- 
Discount and Advances.......... 5,880,000 5,038,000 000 tons as against 987,700 tons a yearago. An 
NN c's seen e's 22,070,000 21,199,000 increase in August imports and a further decline in 
Reserve Notes & Coin............ 49,292,000 39,985,000 exports resulted in an unfavorable trade balance of 
Coin and Bullion. ............... 327,885,000 328,048,000 £32,755,000 for the month. 

* * * 

BANK OF FRANCE Sept. 9, 1938 Sept. 10, 1937 Until recently France has remained compara- 
Gold Holdings.................. Fr.55,808,000,000 Fr.55,761,000,000 tively serene in the conviction that there was 
Credit Balances Abroad.......... 750,000,000 14,000,000 scant likelihood of war this year. Events of the 
Bills on France.............-..-- 9,166,000,000 7,871 ,000,000 past week or two have had the effect of consolidat- 
EE SRET ERI G5 SEIS NASER nd Ee Sp TaEs AED re CRO“ ing the chief political factions into a patriotic front 
Advance Against Securities....... 3,716,000,000 3,841 ,000,000 and for the time being at least France's labor 
Note Circulation................. 102,900,000,000 89,369,000,000 problems have been overshadowed. The nation, 
Credit Current Accounts.......... 18,714,000,000 17,705,000,000 however, may yet find that its greatest crisis im- 
Temp. Advs. to State............. 40,133,000,000 26,008 ,000,000 pends in an heroic solution of its internal financial 
Gold on Hand to Sight Liabilities. . 45.89% 52.08% and political problems. 
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POSITION OF FOREIGN BANKS—Continued 











Gold and Bullion................ 
Of Which Deposits Abroad..... 


Reserve in Foreign Currency....... 


MAME, Oo a5 pe ek 


Other Daily Matured Obligations. . 
MT LAMDUNEE 506 iio 8 io 
Proportion of Gold & Foreign Cur- 

rency to Note Circulation....... 


Bills of Exchange & Checks........ 





BANK OF CANADA 

Reserve Gold, Coin & Bullion. .... 
SUGT AMIINONY. 55 66. oan soa coon 
Reserve in Sterl. & U. S. Dollars... . 
PSIMLATY COM. 6.06 0055 cake Sece 
Dom. & Prov. Gov't Short Term 

SRS Repair eae 
Other Dom. & Prov. Securities..... 
Other Securities................. 
Note Circulation................. 
Deposits—Dom. Gov't........... 
Chartered Banks................. 
Res. to Note & Dep. Liabilities... 


Sept. 7, 1938 


Sept. 7, 1937 








Rm.70,773,000 Rm.69,970,000 
| 10,587,000 20,055,000 
5,398,000 5,822,000 
| 6,378,099,000 5,105,055,000 
847,890,000 403,662,000 
1,149,361 ,000 737,947,000 
6,689,200,000 4,936,489,000 
948,002,000 . 665,092,000 
311,258,000 259,195,000 

1.1% 1.53% 

Sept. 14, 1938 Sept. 15, 1937 
$181,146,000 $179,443,000 

Fae ue 2,573,000 
31,304,000 30,581,000 

245,000 132,000 

135,375,000 58,040,000 
48,910,000 97,174,000 
Widens 10,990,000 
171,478,000 155,831,000 
17,579,000 29,901,000 
202,672,000 181,735,000 

54.10% 57.67% 








Well informed observers regard with consider- 
able skepticism, Hitler's assurance that Germany 
is self-sufficient and would have no difficulty in 
surviving a blockade. In fact, there are many 
who believe that war in the near future will be 
averted if for no other reason than Germany is not 
yet prepared economically to wage a prolonged 
conflict. It has been reported that the highest 
military authorities in Germany are reluctant to 
engage in war at the present time, taking a cold 
practical view that the nation is not yet ready. 


+ * * 


Although, along with the United States, busi- 
ness prospects in Canada have improved, they are 
not revealed in latest indexes. The downward 
course in business, which was temporarily halted 
in June, was resumed in July. The crop movement 
promises to exert an important influence on busi- 
ness from this point on. Carloadings have re- 
cently turned up accompanied by larger bank 
clearings and increasing retail activity. 








FOREIGN EXCHANGE IN DOLLAR TERMS 












































Quotations in cents and decimals of Demand Cables 
a cent except pound sterling which is Sept.16 Year Ago Sept. 16 Year Ago COMMENT 
in dollars and cents. 
Country and Par 

Great Britain ($8.2397 a sov.)....... 4.80 4.965 4.80 4.965 Exchange markets under the impetus of the dis- 
Belgium (16.9502c a belga)......... 16.901 16.83% 16.90% 16.83% | turbing events abroad have reflected a virtual 
Czechoslovakia (3.51¢ a crown)...... 3.447% 3.493% 3.447 3.4934 | stampede of foreign funds to the comparative haven 
Denmark (45.374 a krone)......... 21.43 22.17 21.43 22.17 of the dollar. The pound sterling, in terms of the 
Finland (4.264c a finmark).......... 2.1214 2.20 2.12% 2.20 dollar, sank to the lowest levels in more than 
France (par not definite)............ 2.6914 3.3914 2.6914 3.391% | three years. Secretary of the Treasury Morgen- 
Germany (40.33¢ a mark)**......... 40.04 40.13 40.04 40.13 thau reported that the flight of foreign capital to 
Germany (benevolent mark)......... | jpn RO AO Tomo Pec tes the dollar has been the largest on record. So 
Germany (travel mark).............. 19.25 26.05 19.25 26.05 pronounced was the weakness in the pound, that 
Germany (emigrant mark)f.......... co OT REE eee: ed it required the intervention of the Equalization 
Germany (kredit mark)t............ Ma EO Soe S BOO at) Sas Fund to produce some semblance of equili- 
Greece (2.197¢ a drachma)......... 0.8814 0.91 0.8834 0.911% | brium. Traditionally it is the function of the 
Holland (par not definite)..........| 53.8194 55.16 53.8114 55.16 British Equalization fund to intervene only to pre- 
Italy (5.2634c a lira)§.............. 5.2614 5.2614 5.26% 5.2614 | vent unduly wide fluctuations, rather than to inter- 
Norway (45.374c a krone).......... 24.12 24.96 24.12 24.96 fere with the normal fluctuations in response to 
Poland (18.994c a zloty)........... 18.84 18.96 18.84 18.96 Britain's balance of payments. Accordingly, 
Rumania (1.012c a leu)............. 0.744 0.75 0.7414 0.75 with the heavy shift of sterling balances into 
Spain (Burgos peseta)f............. 10.00 10.00 10.00 10.00 dollars and gold, the Equalization Fund has prac- 
Sweden (45.374c a krona).......... 24.75 25.61 24.75 25.61 tically stood aside, except to act in a compara- 
Switzerland (par not definite)........ 22.56 22.96%, 22.56 22.9634 | tively minor way to cushion the decline. As this 
Yugoslavia (2.981¢ a dinar)......... 2.33 2.3354 2.33 2.3314 | is written the gold movement from abroad has 
Shanghai dollars (unsettled)......... 17.62% 29.87% 17.62% 29.87% | slackened somewhat, only, however, due to a 
Hongkong dollars (unsettled)........ 30.0614 31.06 30.0614 31.06 muddle over obtaining necessary war risk insur- 
India (61.798c a rupee)............ 35.82 37.52 35.82 37.52 ance. A turn for the worse in the European 
Japan (84.39c a yen).............- 28.00 28.93 28.00 28.93 situation would be certain to release another tide 
Sts. Settlements (96.139c a dollar). ..| 55.75 58.25 55.75 58.25 of gold in the direction of the United States and 
Argentina (71.87 a paper peso) §. ..| 25.30 30.20 25.30 30.20 recent record shipments would be short lived. In 
Argentina (71.87 a paper peso)**...| 31.98 33.05 31.98 33.05 the contingency of a general European war, the 
Brazil (20.25c¢ a paper milreis)**.. . . . 5.90 6.50 5.90 6.50 foreign money which has fled to the United 
Chile (20.599c a gold peso)t......- 5.19 5.19 5.19 5.19 States presumably would be used to finance pur- 
Colombia ($1.645 a gold peso)**....| 56.50 56.90 56.50 56.90 chases of supplies here, as under the Johnson 
Mexico peso (unsettled)7..........- 20.25 27.80 20.25 27.80 Act credits would not be available. Should 
Peru (47.409c a sol)t..........---- 20.62% 25.75 20.6214 25.75 comparative stability be restored abroad, presum- 
Uruguay ($1.751 a gold peso) 4. .... 41.25 58.00 41.25 58.00 ably some portion of the foreign capital here 
Uruguay ($1.751 a gold peso)**t....} 63.15 79.35 63.15 79.35 would go into securities, while that portion which 
Venezuela (32.67c a bolivar)§......| 30.80 31.50 30.80 31.50 was repatriated would be spread over a period of 
Venezuela (32.67c a bolivar)**...... ‘> 2) ea Stipes. aces time. 

t+—Nominal quotations. {—Free rate. **—Official rate. §—Travel Lira 4.75c. 
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THE MAGAZINE OF WALL STREET COMMON STOCK INDEX E 
1937 Indexes Aas 1938 Indexes COMMENTS 
lo. 
High Low Issues (1925 Close—100) High Low Sept. 3 Sept. 10 Sept. 17 While the recent pause in business ex- 
122.0 54.3 330COMBINEDAVERAGE 70.9 442 65.5 62.5 55.2 angen = seg — coogi 
; the stock market set-back since our last 
253.3 111.4 5 Agricultural implements.. 133.9 88.5 115.9 107.0 94.0 issue, — is — — ogg scares aie 
72.6 340 6Amusements........... 42.6 24.7 42.9 39.2 34.1 were mainly chargeable with the severity Atlai 
146.6 52.1 16 Automotile Accessories. 81.2 43.1 80.9 77.8 67.7 || Of the decline which, up to Sept. 17, has 
30.1 8.9 12 Automobiles........... 13.2 7.0 124 11.9 10.4 || caused our Combined Average of 330 Baltir 
178.0 73.4 9 Aviation (1927 CIl—100) 122.2 75.2 106.8 105.3 92.0 || active stocks to lose 65% of its recovery 
28.5 9.3 3 Baking (1926CI.—100).. 16.1 8.9 142 13.6 11.3 || from the year's low. Naturally all of the <iae 
308.6 135.4 3 Business Machines....... 203.3 120.2 186.5 175.4 154.3 || 42 component industrial groups lost ground Chese 
247.7 132.6 9Chemicals.............. 166.3 111.6 154.7 148.5 134.8 || in such a drastic reaction; yet few shifts in cnet 
88.3 32.9 18 Comstruction............ 48.2 25.6 43.7 42.0 35.4 || comparative strength relative to the Com- cM 
361.0 193.4 5 Containers.............. 242.6 173.8 232.0 222.8 209.9 || bined Average could be noted in spite of cu 
217.3 75.3 9 Copper & Brass......... 111.3 60.0 103.0 95.2 87.7 || the new situation created by the acute crisis 
43.0 24.5 2 Dairy Products.......... 28.0 21.8 23.9 23.2 21.8R || abroad. Delav 
42.7 15.2 9 Department Stores....... 25.8 12.2 24.5 93.4 20.4 || * * * Delaw 
108.8 45.2 9 Drugs & Toilet Articles... 56.4 40.1 52.6 41.9 43.5 || —_ 
388.4 182.6 2 Finance Companies...... 287.4 158.1 287.4h 268.1 243.8 With Soe Combined Average dropping aa 
719 325: 7 food Brands... ......:... 50.6 33.3 50.6h 47.7 43.6 || during the week ended Sept. 17 to the low- 
53:2 25.9: 4 Food Stores... .......: 30.2 20.5 26.3 26.0 22.9 | est level since June 18, it develops from an _— 
122.3 46.4 4 Furniture & Floor Covering 67.4 36.9 65.4 62.7 54.4 || analysis of our Price Index that 12 of its Illinoi: 
1160.6 894.0 3 Gold Mining........... 1262.1 953.7 1225.0 1194.7 1102.8 || component groups, in holding above the 
58.6 25.8 6 Investment Trusts........ 32.1 21.1 28.9 27.7 24.3 || Sept. 17 level, stood out as technically Kansas 
317.8 167.2 4 Liquor (1932 Cl—100).. 1942 140.7 177.8 170.2 149.2 stronger than the ‘market as a whole; while 
Lehig! 
209.8 97.8 9Machinery............. 126.9 77.6 117.0 115.7 109.1 8 groups, in sinking to a lower level than | cule 
104.3 538 2 — _— igeewes hats 80.0 49.1 78.2 74.3 69.3 a 1 1 pry tatan sgprinere™ —- al 
109.6 47.5 4 Meat Packing........... 56.5 36.5 49.4 45.7 41.3 rring radical changes in the industrial out- es 
334.1 138.6 15 Metals, non-Ferrous...... 182.6 116.0 161.1 154.2 140.2 look, experience teaches that groups which Miso 
26.5 14° °4 a Fahy Le ewe has ess 11.6 5.8 10.0 9.5 7.7 ota af — — ng gn a 
158.8 90.8 23 Petroleum.............. 113.0 76.2 99.6 95.7 87.8 market, as measured by the ‘‘bench mark"’ N.Y. 
114.9 50.5 18 Public Utilities.......... 60.1 38.8 50.2 47.3 42.9 | technique, will advance faster than the mar- N. Y.. 
31.7 13.3 4 Radio (1927 Cl—100)... 17.8 10.3 17.2 16.1 13.8 ket during its next upturn; while groups North, 
112.9 37.7 9 Railroad Equipment...... 49.4 28.2 43.3 40.3 34.2 which are now softer than the general mar- cn 
48.6 162 23 — Poe ras cates ys 18.6 10.6 15.4 14.5 12.4 ket will rally sluggishly. | Penns} 
28.5 A otic ous ute eas 9.5 4.7 7.0 6.6 6.1 : 
87.6 34.9  3Shipbuilding............ 626 361 51.3 49.3 428 Waa ge oo 
165.6 69.6 13 Steel &lron............ 85.8 55.2 78.8 76.0 66.5 || St. Lor 
ee BiG “Beee.............5...- 9.7 a £211 woe 19:1 During the decline of the past fortnight, co 
T7822 “VIG ‘PSelgher... ... 2.50.5 se. 169.1 1186 168.4 159.4 154.0 Sulphur was the strongest group technically 
85.3 43.2 3 Telephone &Telegraph... 57.4 37.6 51.2 48.7 43.5 in failing to give way even to the July 16 Texas ¢ 
Oia S58 FT tentiles, ... .. ccee ss 49.7 27.9 43.6 43.0 37.0 bench market. Automobile Accessories Usies 
29.2 10.7 4 Tires & Rubber.......... 18.2 10.0 17.6 16.8 14.7 and Finance Companies displayed the sec- 
O94: OBS © 6 Tebaeso. . .'..656.5..5.. 84.3 63.8 81.8 79.3 76.4 ond best resistance in stopping short of their Wester 
7A 200 FS GON.. SS. os 33.1 15.6 28.6 27.4 22.5 July 8 levels. Automobiles, Business = 
346.8 157.7 4 Variety Stores.......... 221.5 146.0 205.0 202.4 180.8 Machines, Copper (owing to recent | 
SPIRES Be a 22 Unclassified (1937 Cl.— strength in the metal itself), Department | 
WOON 5.3 ose 134.0 Bay 24085. 119.1":403.4 Stores, Furniture, Mail Order (due to bet- | 
h—New HIGH this year. R—New LOW record since 1928. ter wheat prices), Tires and Tobacco were | 
=|] somewhat stronger than the market in failing | 
DAILY INDEX OF SECURITIES | to decline to their June 25 levels. Air Re 
aska 
N. Y. N. Y. Times ie ‘ m | Allves 
Times Dow-Jones Avgs. ——50 Stocks Allied 
=e ° i i | Allis C 
40 Bonds: 30 Indus. 20Rails High Low Sales ! Dairy Products issues displayed the great- yooh 
Monday, Sept. 5... .. HOLIDAY || est weakness, establishing a new all-time Amer. 
Tuesday, Sept. 6...... 70.25 141.47 27.48 100.26 99.25 414,560 | Si 3 Amer. 
’ record low in response to the disclosure Amer. 
Wednesday, Sept. 7... 70.37 143.08 27.88 100.61 98.96 892,460 ind bie 5 Ae é Amer. 
rent milk production is the largest in 
Thursday, Sept. 8..... 70.24 142.19 27.56 99.96 99.01 568,920 | histo Th d k Amer. 
3 ry. e second weakest groups were Amer. 
Friday, Sept. 9........ 69.88 139.90 26.85 99.04 97.90 702,990 Public Utilities, Realty, Telephone & Tele- Amer. 
Saturday, Sept. 10..... 69.61 138.29 2663 97.64 96.60 416,480 ' ow Amer. | 
’ graph. The type of inflation caused by Amer. | 
Monday, Sept. 12.... 69.55 140.19 26.65 98.31 96.64 601,960 | i j Fey 
‘ || war would hurt the earnings of the latter 
Tuesday, Sept. 13..... 69.18 13419 24.91 99.41 94.53 1,700,680 nanrsakie ‘ Amer. 
’ || three industries. The third weakest groups Amer. | 
Wednesday, Sept.14.. 67.97 132.93 24.22 96.06 91.21 2,819,070 | a i : Ames. | 
’ | were Gold Mining (owing to war time dif- 
Thursday, Sept.15.... 68.49 136.22 25.19 96.00 94.03 T1492 500 he a Pee : Amer. 
’ 7 ficulties in shipping the metal) and Traction Amer. 
Friday, Sept. 16...... 68.21 134.85 24.67 94.85 93.77 671,680 || . “ fear 
Sa a Sept. 17 67.78 131.89 94.01 93.79 92.12 743.790 || issues, which fell below their June 4th yopanoll 
turcey, sept. 17... : ; 4 : : oe ee || levels. Next weakest were Shipbuilding Armou 
' Tae . ° t ti 
STOCK MARKET VOLUME | opener setae | | So 
Week Ended Sept. 17 Week Ended Sept. 10 Week Ended Sept. 3 | The Railroad group (contrary to general Baldwin 
7,679,480 2,995,410 3,760,380 || impression), and the remaining 21 compo- soem | 
Total Transactions Same Date Same Date nent groups, were neither stronger nor Beech-? 
Year to Sept. 17 1937 1936 weaker than the market. Bendix 
188,740,613 286,666,670 340,399,393 Bethich 
> Black & 
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New York Stock Exchange 
Price Range of Active Stocks 








e 
Rails 
7 1938 Last Div'd 
= re —————._ Sale $Per 
A High Low High Low High Low 9/15/38 Share 
Dee aaa s1e ssieis.einisie/eirisia e'e ns 881 9 br 32% RSeor 
Atlontic Ce ene 49 215 5514 18 273 14 18% 11.50 
Baltimore & Ohio.............0.00005 26% 15% 40% 8% 11 4 7 
Cc 
Canadian Pacific...................-- 16 10¥; 17 6% 8, 5 5% see 
So Sear 100 59 , y 40 48) 27% 36144 712.20 
Chesapeake & Ohio..... . 717T¥4, 51 ‘a 31 38) 22 281 72.00 
Chicago Gt. Western Pfd. L.. 14% 4 181, 3 534 2% 2) () vee 
C. M. & St. Paul & Pacific............. 2%, 11 3% Ye 1 % Ye 
C. M. & St. Paul & Pacific Pfd......... 5% 2% 1% 1% 1% %y 1 
Chicago & North Western............. 4h 2% 63% Ye 1%, % % 
Chicago, Rock Is. & Pacific............ 3 1% 3% %, 1% Vo Vo 
D 
Delaware & Hudson.................- 5434, 3634 83g 13 2314 ™%, 16% 
Delaware, Lack. & West.............. 231, 144% 41, 5 8 5% 
E 
BRB sscpacauwnienee ee eesilsae es 18%, 11 235% 4%, 6% 1% 2 
Great Northern Pfd,..............-.-- 4672 2, 63/4 0% 261% 123% 18 
I 
oS ee ee rrice: 2914 185, 38 8 14 61%, 10 
K 
Kansas City Southern.............-.+: 26 13 29 5 131% 5% 84 
L 
PR UNNEG ool ce cscs os os slneinscs 22 8% 245 4%, 1%, 3 
Louisville & Nashville Ree crearels eaves 1023, 5714 99 4814 561% 297 6 
M 
Mo., Kansas & Texas...............-- 9% 5% A a Re. 1% % 
eee PU”, RU kl elhlUce CU 
New York Central. = FEET TT eee 4978 27%, 551%4 151 21% 10 161, 
ES See 531%, 174%, 72 14 221 7 % 

x ay | _ see lanenneanata 310%, 240 4 to 198133889 540,00 
MR cocscccecsressiese ky ° 
DRM ooo beccascase 3634 23% 3652 9% 1414 63% 10 ae 

P 
SU NIEUEEMMU S251 yar arsiaiaie'si nie. Sine 164 > 45 281%, 50%, 20 241% 141% 181, 
ROMMNE oiao:2iu soins 6 6:54 wale wicicisinie.sitis 50%, 35% 47 18% 22 10¥, 14% 711.25 
Ss 
ee, eee 35 11 4%, 1 13% Sg %, 
ee ee cere 4772 23% 6532 17 221, 9% 151% 
UEMITITRENWRY 5.5.5 ois 6.0.0:05 0:00 00's criee 261 12%, 43% 9 15 512 11%4 
T 
WERE PMCINC. 5 652055 c5ccc cee ances 49 28 544%, 15% 26 13 22 
U 
ND ais dus seve beswascdsass 149%, 108% 148% 80 93 55% 8314 6.00 
Western Maryland..............----- 121 Bi 113, 252 41% 25 3 
SU URUNIN HAMEMIE 5 -5,c5.c.0 5:04 i560 aisie'o ss 4 1% 47, 1 1% % Vy 
Industrials and Miscellaneous 
1938 Last Div'd 
———._ Sale $Per 
High Low 9/15/38 Share 
i I aes ae aids de & 659, 40 571, *1,00 
ph ag ooniea ee 13% 8%, 10 4 * 
Allegheny Steel sav 19%, 154 17 x 
Allied Chemical & Dye.............-- 245 157 258) 5 184 124 176 6.00 
PU OUEE 6 sis viccccse0c55 os ccs.0sg ere 201% 6%, 21% 61 12 4 9%, Re 
Allis Chalmers Mfg........-------+++ i =e Bets, oe a = = 14-12% 
[kerr ere: 125 ; 
a tic. Chemical (Del.)......... 89 49 tore 53%, 84%, 49 74 $3.25 
Ge I OAMS...<.,....--..0000-- 55/6 36 ath 10 23% =. 16% t.70 
x Ss tives icwnsese 70 la, lo la, a . 
aan — er : RC nn eee 13714 110 121 69 104, 70%, 96 4.00 
Pimes, Gar O FAY... .... occ cccccssccese 60% 30, he “ aah bs 4 as 
ee me. om Mm ae 
ye Roflins Mill. ill. nome 37 > = hs asi, 134 22% 13% 164 |... 
mer. Rolling Mi ¥ } & b- = 
Amer. Smelting & Refini 103 56%, 10534 41 5634 Big VY, 1.75, 
Amer. Steel Foundries. . 64, ao? a fs sv tad : s Ye 25h bes 
Ia re 
ae Te ‘Ais 2: OS 1901/, 149% 1 a7 0, 149% 111 ° 1 39% 9.00 
ES eo 104, (7 58% [s, 58%, 5. 
191 4 { 1 ae 
Amer. Weer wots Rarer pi is aa - Yo onus : : Yo of s Vo 
Se iis Om CO 
Armour Co, of Ill... .......02eececeee 7¥8 4%, 13% 4 7 3% 5 ait 
Atlantic Refining. ........-------++°+ 1 26%) Ge me a7% Bir ws : 2. 
Aviation Corp. a PSiwiassceseskarees 4 8 [A, 4, ‘8 Q ‘8 21814 
Peps anlgeeemase ss see 2334 5 1134 5 Ty, 
Bldg Loco, Wer Res src n ws Woe 38% 21 43% 10%, 23% 124% 18 See 
ns as cavcssccs.ce 28%, 14% 354% 10 21% 106 16 1.00 
Beech Mes. .....o.-.s.0.s02- 112 85 114%, 90% 115% oye 110 *4,00 
dix Aviation........-----+se0:00* 32% 21% 30% 84, 24% 85 203, ae 
oo a Co Bae irene cs ps4 ¥, x ie +4 2 0 48%; +1.921 
BIN Bel ean 5a Ia 5 5 65 3 56 ‘ 
Bethlehem Steel.............--+- Rate 283 4 Q 13% Se ou % 8 7 


Bisiekr Be DOGO. 5 55.5 e ccs c cece sores 
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What To Do With 
TODAY’S 
STOCK MARKET? 


—Clean-cut advice to 
investors concerned with 
basic trends. 


OPPORTUNITIES 
in BONDS 


—short terms or long? 
High coupons or low? 
Other factors to watch. 


CHEMICAL 
STOCKS 


—How do veteran invest- 
ors regard this group? 


BUSINESS 
OUTLOOK 


— Securities? Commodi- 
ties? Elections? Business? 














Send by Return Mail 
[Babson's Report 


Dept 34-77 Babson Park, Mass. 
Send—gratis—report on above. 
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THE TEXAS CORPORATION 


1447 Consecutive Dividend paid 
by The Texas Corporation and its 
predecessor, The Texas Company 


A dividend of 50¢ per share or two per 
cent (2%) on par value of the shares of 
The Texas Corporation has been declared 
this day, payable on October 1, 1938, to 
stockholders of record as shown by the 
books of the corporation at the close of 
business on September 9, 1938. The 
stock transfer bocks will remain open. 
C. E. Woopsrince’ 
August 25, 1938 Treasurer 























UNITED CARBON COMPANY 
A dividend of 75 cents per share has been 
declared on the Common Stock of said Company, 


“ payable October 1, 1938, to stockholders of 


record at three o’clock P. M., September 15, 
1938. 
C. H. McHENRY, Secretary. 
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STOCKS and N ew York Stock Exchange P 
e e e 
Cash or Margin Accounts Industrials and Miscellaneous (Continued) 
Folder “M” explaining margin  require- | ‘ae 
ments, commission charges and trading pee = ee” gles Ey oe =e Lest 7 te 
units sent on request. B High Low High Low ‘Veh Low 915 38 Share beste 
Boeing Airplane..................... 3797, 16%, 49%, 16 351 19 2134 wee e: 
“4 C5. eo eee 323 255%, 28 16 19% 15 15% 1.00 Minn. 
ri " " IIR ko oss cae cae faccacececve pa ees 505 22%, 36) 16) 321, eae Minn. 
thao SER ae ee poke ys - % 2 pi 4, +54 2. +56 a 
ee Se ee eee el eee 'g lA, 8 8 4 2 . . 
Segrt ee Mel a sp yy change epeiige Risshntion Sis escss0 58%, 40% 53 7 13%, 5% ee Murray 
Noses y ork Cotton Exchange EES Cob oo.aiSesleg oS%:s once o:av:00' 21%, 8% 25% 612 12% 5% 101%, eee 
se ae Ey laggy ee _ eee 15% 9% 144 2%, 6% 3% 43, nae Nash k 
N. Y. Coffee & Sugar Exchange Ppa ae. CAL OA)... ow... cscs 291% 161% 333% 6 13% 6 10%, ae Nation 
Chicago Board of Trade Cc Nation 
Commodity Exchange, Inc. Calemet® Berle. .... 3... 2.6.55... 6 20% 6 101% 5% ee Nation 
New York Cocoa Exchange —e Dry Ginger Ale 2 10% ae 3” 21% 12% 15 1.25 _—— 
a os bias acs 0-.2dar e's 0% 107 62 84 “ 
60 Beaver St. New York Caterpillar Tractor.................... 544%, 100 40 58.29 46% 1.50 —— 
BOwling Green 9-2380 1 yo SR ee aerreet 21%, 41% 13 25%, 9 20% 2... wm 
Come de Pesce Copper oa 7 47, = 865yps34%q——«491 26% 45 713.00 N.Y. . 
Chrysler Comp........ : 85% 135%, 46% 17% 35 70Y¥, = .75 Newpe 
— Climax Molybdenum. . aaa cae 1 24% 45% 32% 40 +.90 Norta . 
| m Coca-Cola Co........ 4 84 170% 93% 142% 105% 1261.75 North . 
Odd Lots—100 Share Lots aeneree “etee RN oes kee fed - = la “. 37 wer 83 4.00 
jum. MU Getta k oc. we Rei we a ae (7 51% 5% Sacace 
. 5a Commercial Credit................... 44 69 30 514 23 4% 4.00 Otis Si 
Odd Lots give unusual diversifica- | Comm. Inv. Trust... ........., L 3s) OR oe” Sey «St 8.00 Owen: 
tion and offer a higher degree of | Commercial Solvents 14%, 21% 5 12% 5% g ee 
safety in your investments. Commonwealth & Southern............ 5} 2, 4 2 1 , 
Gas let explaining the many | Consolidated 22 oe eReae 48 27% 49 21% 301 17 24% 1.50 Son sed 
boo: - ‘ | TE Cine wicis nik b ove + a> 6.00 sas 00s 1% 17 7 10 7 8 e 
advantages of dealing in Odd Lots | KombebnOrIGOND .....05....0.6006 000 26%, 153%, 37 10% 17% 9% 131 See Paramo 
sent upon request Continental Baking, A MPR OP era ne 35 10 37% 7% 26% 8% 18% .... Penney 
: ; OMeMNIGER. ©. 550.520. ccccessss 87, 63% 69% 37% 4 36i5 3 ‘1.50 Phelps 
Ask for M.W. 805 Continental Oil. See kanes sates % 28 49 24 35% 21% 29 +.75 Phillips 
Cor Products Refining................ 82% 63% 11%, 50% 70% 53 66 % 3.00 Procter 
eee SOR 24 «56K CiMRCCiBH:SCDtiC3G se Public 
ir GemnmeeOMed................... %% 43% 100% 28%, 39% 22% 32 Ee Pullman 
TUES occ ike ssscaccsscee 9%, 4 8% 2 8i/, 4% = Pure O 
Curti NOUR sc So va bass ose a ss 21% 101% 23%, si 6 3% 4 : 
Established 1898 CON oo oo sas esc:oa ve Sede ete 27 1814, 283, 13%4 21%, ; 
Members New York Stock Exchange D wo 
| 39 Broadway New York | | Bee OCe....................... bi ee 19% 25% 133%, 16% a 
ie. = Distillers Corp. Seagrams.............. 345% 18%, 29 10 17} 11 14%, 11.50 Repub 
: Bone aioeee 5g a ee eee ei oe) Ls fs e. 347 ? 27% 31% 1.50 Reynol 
——POINTS ON TRADING OS ee er [a 50% 1%, 54 31 42 ; 
oe other valuable information for investors st ntilaiaiacn er ae ea — oe ” 135% ae eee Tee — 
and traders in our helpful booklet. Copy E achenle 
free on request. Ask for Booklet MG6 | | EastmanKodak...................... 185 156 198 144 181 121%, 167 6.00 Sears, R 
Accounts carried on conservative margin. Electric Auto Lite................... 47% 30% 45% 14% 34% 1344 31% 1.25 Shattuct 
| Elec. Power & Light................-. 25% 6% 26% 64% «13% 6% es «=... Shell U 
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What 12 STOCKS 


Deo Experts Gauor 
az CURRENT LEVELS ? 


F pico UNITED OPINION 
report, just prepared, lists 
the 12 issues most recommended 
by leading financial authorities at 
current levels. This list is obtain- 
able from no other source. 


Experience has shown that 
stocks recommended by three 


or more financial experts 
almost always have better 
than average’ appreciation. 


New industries are coming for- 
ward to lead the current expan- 
sion in domestic business. From 
these promising groups are se- 
lected the individual stocks in a 
position to show the best appre- 
ciation over the Fall and Winter 
months. Here is an opportunity 
to check your list against these 
Unitep OPInion selections. 

Intreductory copy of valuable 12- 


stock report without obligation. 


Send for Bulletin MW-56 FREE! 
Unxitep BUSINESS SERVICE 


210 Newbury St. Aw re Boston, Mass. 











KEEP POSTED 


The pieces of literature listed below have 
been prepared with the utmost care by busi- 
ness houses advertising in this issue. They 
will be sent free upon requést, direct from 
the issuing houses. Please ask for them by 
number. We urge our readers to take full 
advantage of this service. Address Keep 
Posted Department, The Magazine of Wall 
Street, 90 Broad Street, New York, N. Y. 


“ODD LOT TRADING’’ 
John Muir & Co. members New 
Stock Exchange, are distributing 
booklet to investors. (225) 


‘‘TRADING METHODS’’ 
This handbook issued by Chisholm & 
Chapman, contains much helpful informa- 
tion for traders. A copy together with 
their Market Letter will be mailed upon 
request. (785) 


WHEN TO BUY AND WHEN TO SELL 
The Investment and Business Forecast, 
a security advisory service conducted by 
The Magazine of Wall Street for over 

subscribers 


York 
their 


19 years, definitely advises 
what securities to buy and when to 
sell. Write for current weekly 8-page 
bulletin. (793) 

INVESTMENT PROFIT INSURANCE 
The most logical form of investment 
profit insurance is represented by the 


personal and continuous counsel rendered 
by the Investment Management Service. 
Write for full information. No obliga 
tion, (861) 


MARGIN REQUIREMENTS, COMMISSION 
CHARGES 
J. A. Acosta & Co., have prepared a fold- 
er explaining margin requirements com- 
mission charges and trading units. Copies 
gladly sent investors and traders. (939) 


UNITED BULLETIN 
Bulletin giving definite advice on leading 
stocks is issued by United Business Ser- 
vice. Free copy sent on request. (954) 
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Outline of a New Economic 
Order 





(Continued from page 672) 
The Program 


While no memorandum can lay 
out a definite program in advance 
of the data, certain observations are 
worth considering. Federal licens- 
ing of corporations, as proposed by 
Senator O’Mahoney and _ others, 
would not be advantageous unless 
the reasons for such control and the 
results sought by it are accurately 
arrived at. The individual licensing 
corporations would be an economic 
dictator. Unless very careful stand- 
ards were laid down, we would mere- 
ly substitute a more or less respon- 
sible political control for manage- 
ment control. A fair criticism of 
the New Deal has been that it in- 
dulged shotgun imposition of regu- 
lation without adequate definition of 
standard. 

The purpose of any control under- 
taken should be: 1, to provide more 
goods, better goods and cheaper 
goods; 2, to provide more jobs, bet- 
ter paying and steadier jobs; and, 
3, to provide continuous, ready ac- 
cess to capital financing needed to 
create and maintain additional plant. 

Where a high degree of competi- 
tion will accomplish these results, 
that should be the method used. 
Where a high degree of cartelization, 
under suitable control, will accom- 
plish the result, that should be the 
method. Where quasi-public own- 
ership produces the result, use that. 
The answers will be different in dif- 
ferent fields. 

Attempting to force competition 
by legislation simply does not work 
out. It is probably more effective 
to assist competition than to legis- 
late the large unit out of existence. 

In the observations under each of 
the three preceding sub-heads there 
is little or no controversial matter, 
as we see it. In the main Mr. Berle 
has dealt here with pertinent ave- 
nues of investigation rather than 
with conclusions open to debate. His 
statement of what should be the pri- 
mary purposes of any economic con- 
trol undertaken is admirable com- 
mon sense. We agree that the “an- 
swers will be different in different 
fields,” but in the light of experience 
with political management to date 
we have no hesitation in expressing 
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doubt that public ownership will 
prove the desirable answer in any 


field. 
How to Promote Competition 


1. A real system of capital credit 
banks is necessary. It would have 
to be backed by a capital reserve 
bank, presumably a division of the 
Federal Reserve System, able to 
create credit and to join in contract- 
ing it when necessary. This calls 
for a separate study. 

Assuming sound management, 
which is the nub of the matter, this 
experiment would do no harm and 
might prove effective. It is far from 
a cure-all. 

2. In contrast to the former un- 
distributed earnings tax, which 
worked out badly, consideration 
might be given to certain tax exemp- 
tions aimed to promote competitive 
growth of smaller units. For ex- 
ample, a tax advantage might ope- 
rate until a corporation reaches a 
size of, say, 25 per cent of that of 
its biggest competitor, provided the 
tax-exempt earnings were devoted 
to capital expansion. 

This sounds like a promotional tax 
but really is a regulatory tax. The 
farther we move away from straight 
taxation-for-revenue the farther we 
drift into Government-run-every- 
thing. 

3. We should consider providing 
equality of access to all inventions 
and technical improvements, on 
standard terms. 

The extent to which this would 
promote competition or speed eco- 
nomic progress is questionable. Suc- 
cessful commercial exploitation of 
any new product involves a host of 
business problems other than patent 
rights. 

4. There are fields in which com- 
petition does not work out, notably 
in transportation and power; and 
“in my view, this is true of many 
natural resources, especially oil.” 
Here the choice is between regulated 
monopoly and government owner- 
ship. The choice turns entirely on 
the relative efficiency of the two 
forms of production in taking the 
product to the need. Where the 
product is standard, where the inef- 
ficiencies of government ownership 
are not materially greater than the 
inefficiencies of monopoly and where 
greater actual use can be developed 
from public ownership, public own- 
ership is preferable. 

The qualifications are well taken. 


In our belief, the tmefficiencies of 
government ownership—as Amer- 
ican government is now constituted 
—will inevitably exceed the ineffi- 
ciencies of private ownership. 


Control by Regulation 


A sound objection to public regu- 
lation is that it is always inherently 
dangerous. It is often unsound to 
have governments boards making 
regulations, without assuming re- 
sponsibility for the results. The “de- 
cay of the Interstate Commerce 
Commission is an admirable illustra- 
tion” of this. Regulation is always 
an attempt to generalize. There is 
always the certainty that at some 
stage regulations will be used for 
purposes which are either corrupt, 
political or doctrinaire. 

The beneficial side of regulation is 
that there are certain fields in which 
we are not prepared either for mo- 
nopoly or public ownership yet in 
which planning is essential to a se- 
cure economy. Here it may be that 
some form of cartel organization is 
essential. This is likely to be true 
in fields wherein the unit of industry 
is large, as in steel, power, certain 
natural resource industries; in fields 
where planning of output is inher- 
ently necessary, which is true in 
motors, oil, possibly in copper, with 
textiles more uncertain; and in fields 
where a large number of people are 
dependent on a reasonably continu- 
ous, even flow of the product. 

In view of the conspicuous mis- 
takes of government planning in its 
own realm—for instance, the present 
farm planning mess; for instance, the 
1936-1937 credit deflation—it 1s 
naive to assume the Government can 
plan industrial production any more 
successfully than can private man- 
agement. 


Areas of Direct Production 


“IT am pretty clear in my own 
mind that, within ten years, we shall 
be forced into a vast expansion of 
direct production of one sort or an- 
other; and that this is likely to be 
on a more or less regional basis, 
rather than on a strictly industrial 
basis. The Tennessee Valley Au- 
thority may very well prove to be 
the great example in this regard.” 

The advantages are obvious, es- 
pecially since production without in- 
terruption because of annual fluctua- 
tions is possible; and so is distribu- 
tion without intervention of the 
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usual cumbrous, wasteful marketing 
process, 

This is, of course, a straight col- 
lectivist view, with which this pub- 
heation dissents. The T V A has 
really proved nothing to date and 
what it may prove in ten years is 
highly conjectural. Its backbone is 
cheap power. Who knows but that 
the Diesel engine in ten years may 
make both hydro-power generation 
and long distance transmission lines 
obsolete? It may be added that 
T V A is one Federal agency that 
was thought to be most carefully in- 
sulated from politics—yet it is right 
now ensnarled in politics up to its 
neck. : 





New Hope for Business If 
Wagner Act Is Revised 





(Continued from page 667) 


alternative he suggests that the fed- 
eral courts be permitted to review 
the administrators’ determination of 
facts as well as their interpretation 
and application of the law. Like most 
New Deal statutes, the Wagner Act 
narrows the court’s reviewable au- 
thority so that the judges cannot go 
behind the board’s finding of fact, 
provided the latter is supported by 
the evidence. But it is an easy mat- 
ter for a pro-C I O examiner to ad- 
mit only the kind of evidence he 
wants to hear—the kind of evidence 
which will support the facts he 
wants to find. 

Without attempting to pass upon 
the merits of the Green-Lewis con- 
troversy, it is clear that the exis- 
tence of such differences is a serious 
commentary upon the act and its 
administration. After a three-year 
trial it becomes evident that labor’s 
so-called magna charta has _pro- 
voked industrial unrest rather than 
peace, confusion rather than clar- 
ity. It has, without a doubt, thrust 
an artificial barrier between em- 
ployer and employees, and set the 
working men to squabbling among 
themselves. 

Nevertheless, the prospect of rad- 
ical revision is only fifty-fifty. De- 
spite his series of defeats in the 
primaries, John L. Lewis still swmgs 
a mighty stick on Capitol Hill. 
Even in the political contests where 
his candidates were beaten, they 
polled sufficient votes to frighten a 
politician into thinking twice before 
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antagonizing this faction of organ- 
ized labor. Then again, he has al- 
ready thrown Mr. Green on the 
defensive by charging that the latter 
has allied himself with such “reac- 
tionary” organizations as the Cham- 
ber of Commerce and the National 
Association of Manufacturers. He 
has set out to depict the A F of L 
chieftain as the Liberty Leaguer of 
the labor movement. It is ad- 
mittedly smart strategy. 

Moreover, Capitol Hill legislators 
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who favor retention of the original 
act are smarter, more aggressive, 
and shrewder parliamentarians than 
those who will lead the fight for re- 
vision. “Young Bob” La Follette, 
for instance, will seize on any at- 
tempt to reopen the law by trying 
to strengthen rather than weaken it. 
He will propose that provisions se- 
verely penalizing employers who 
resort to brutality in strikes be in- 
corporated. Drawing upon the pic- 
turesque revelations before his Civil 
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Liberties Committee, he will paint 
such a picture of oppression that 
even the champions of change may 
be glad to call it a draw. 

On the other hand, the A F of L 
will command a large voting bloc— 
larger at the next session than in 
many years. The craftsmen have 
rolled up a far more imposing record 
than Mr. Lewis in backing primary 
winners, and they may be the dom- 
inant “pressure” group next winter. 
Mr. Green figures that reorienta- 
tion of the act in his favor will deal 
a body blow at the C I O, and he 
will turn on every ounce of political 
heat that his lobby can generate. 
But labor, like any house divided 
against itself, may achieve few of 
its 1938-1939 objectives, including 
revamping of the Wagner Act. 

Ironically, the revisionists’ strong- 
est asset will be a Rooseveltian 
document—the report on the opera- 
tion of the British Trade Disputes 
Act submitted by Mr. Roosevelt’s 
personally selected investigators. 
Stripped of all non-essential ver- 
biage, the President’s overseas 
scouts emphasized that in Great 
Britain the employer and employee 
arrive at agreements through con- 
sultation rather than “coercion.” It 
was a subtle slap at the American 
system as represented by the Na- 
tional Labor Relations Act. In the 
hands of parliamentary experts, it 
can be utilized to advantage in per- 
suading incoming legislators that 
labor, like business and industry, 
will profit most from a minimum of 
government interference. 

It is along this line that amend- 
ments to the act, if any, will be 
voted. Although the changes likely 
of acceptance will not meet all com- 
plaints, nor satisfy all the supposed 
victims, they would remove a great 
source of difficulties for employers 
and likewise lessen the causes of 
conflict within the ranks of labor 
itself. 

The first—and more important 
amendment—would permit the em- 
ployer to lay his troubles before the 
board on his own initiative. It 
would enable the man with capital 
invested in men and materials to 
seek a showdown before protracted 
labor strife and interrupted output 
destroyed his investment. The sec- 
ond amendment with a chance of 
passage would allow any union— 
craft or industrial—to say whom it 
desires as its representatives. It 
would tend to eliminate the sore- 
ness and delay which now result 
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from the board’s arbitrary choice of 
the kind of a union it regards as 
topdog. 

Despite their seeming simplicity, 
these changes would restore the bal- 
ance between capital and_ labor. 
They would permit the men who 
manage and the men who operate 
America’s industrial machine to bar- 
gain fairly and honestly under gov- 
ernment supervision rather than 
government domination. Perhaps 
the next Congress, which promises 
to be more conservative and less 
adept at coat-tailing the President 
than those legislatures which de- 
clined to revise the law, will think 
so, too—though don’t bet on it till 
you look ’em over next January. 





Leader of the Cigarette 
Field 
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oftener than any other company, 
but in at least two recent years— 
1933 and 1934—it has trailed both 
American Tobacco as well as Lig- 
gett & Myers. There is in this 
showing perhaps a hint of warning 
as if a pendulum, having swung 
hard in one direction, must sooner 
or later begin to move the other 
way. 

Not that the possibility of the 
sale of “Camels” being surpassed 
by some other brand need be par- 
ticularly disquieting to those who 
own the Reynolds Tobacco Co. 
After all, “Camels” can be counted 
on to stage a comeback, for they 
have done so before. Moreover, it 
is well worth noting that Reynolds 
made more money in 1932 than it 
did in 1937 and that in the former 
vear its cigarette output was but 
little more than half what it was 
in the latter. 

This situation throws us back to 
the question of and com- 
petitive conditions as being the 
most important influences on Rey- 
nolds’ future earnings and divi- 
dends. These have been discussed 
already and it has been shown that 
in neither case is the situation as 
happy as it was. On the other 
hand, there are no signs of a 
marked increase in costs nor of 
any sudden intensification of com- 
petition from this point and this is 


costs 


certainly at least negatively con- 
structive. 

For years Reynolds’ common 
dividend had been 75 cents quar- 
terly, but late last year it was an- 
nounced that the company had 
adopted a policy of paying four 
quarterly interim dividends and a 
final disbursement at the year-end. 
In accordance with this policy 
three payments of 60 cents each 
have been made so far this year 
and another payment of the same 
amount can be confidently  ex- 
pected on November fifteenth, next. 

There is some doubt, however, 
whether Reynolds will see fit to 
make an additional payment at the 
year-end. Not in 1933, 1934, 1935, 
1936, nor in 1937 were the com- 
pany’s dividends fully earned and 
there is clearly a limit to liberality 
of this kind, particularly in the face 
of the necessity of borrowing large 
sums of money from the banks for 
carrying inventories over their sea- 
sonal peak. The bank loans shown 
in the Balance Sheet at the end of 
last year are undoubtedly off the 
books by now, but next month, 
through the first part of next year, 
the buying of tobacco will again 
proceed apace and there will be a 
need for new borrowings. In other 
words, it looks on the face of it as 
if Reynolds at this point would pre- 
fer to add to cash by paying out in 
dividends less than was earned than 
to continue the policy of the past 
several years. However, even con- 
sidering the dividend to be no more 
than $2.40 annually, the yield af- 
forded is 6% at the stock’s present 
price of $40 a share. While there 
does not appear to be a chance of 
any great price appreciation in the 
stock for the present, the return on 
it is an attractive and reasonably 
assured one. 





As the Trader Sees Today's 
Market 





(Continued from page 687) 


range, even a large gain in volume 
should be viewed suspiciously until 
the two indicators come back into 
line. A rise accomplished by con- 
centrated churning of the leaders, in 
other words, cannot be accepted as 
valid until the rank and file verify 
the improving outlook for general 
business. It will be noted that mar- 


When doing business with our advertisers kindly mention THE MAGAZINE OF WALL STREET 





atti Ge. teed a 


iia: en a  ? a a a 


mi 
do 
th 
lot 


m¢ 
tio 
ch 
pr 
fac 
to 
be 
tc 
sto 
pal 
an 
ind 
the 
ing 
sig 
ma 


con- 


nmon 
quar- 
is an- 
had 
four 
ind a 
r-end. 
policy 
each 
year 
same 
7 e@X- 
next. 
wever, 
fit to 
at the 
1935, 
com- 
d and 
erality 
ie face 
+ large 
ks for 
ir sea- 
shown 
end of 
ff the 
nonth, 
L year, 
again 
| be a 
. other 
f it as 
ld pre- 
out in 
d than 
e past 
Mn con- 
» more 
Id af- 
resent 
- there 
nee of 
in the 
um on 
onably 





day's 


ene 
37) 


volume 
y until 
k into 
y con- 
ers, in 
ted as 
verify 
yeneral 
t mar- 


TREET 





ket breadth as shown in the accom- 
panying box faithfully mirrored the 
gains and declines in volume 
throughout the periods examined, 
and most spectacularly in the two 
consecutive weeks of June in this 
year, just before and during the 
sharp rise in the market. As a mat- 
ter of fact, the number of issues 
traded increased every day during 
the first week of the rally, with the 
understandable exception of Satur- 
day. 

The three conditions, therefore, 
which will mark the breakout from 
the current trading range are that 
volume must score a decisive rise, 
the rise must be sustained, and the 
number of issues traded must jump 
with volume. Although the rela- 
tively small pattern does not neces- 
sarily indicate a large move to fol- 
low, the rise or decline should cer- 
tainly be of sufficient size to interest 
the short- and intermediate-term 
trader. 

* * * 

Since this article was written, 
war scares have resulted in a break 
of both the trading range and the 
diminishing volume trend. The 
points to remember now are: first, 
that two or three days’ action can- 
not yet be called sustained; second, 
that whatever move follows is more 
likely to be a minor than a major 
one. 
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to participate in a future recovery. 
A broader perspective, though, 
might look ahead to the time when 
doubts about the profit outlook of 
the industry might appear ridicu- 
lous. 

A younger group must figure even 
more prominently in any calcula- 
tions on the next upsurge. The 
chemicals are handicapped from a 
practical investment angle by the 
fact that one must pay fancy prices 
to get in. There could hardly be a 
better example of the national urge 
tc progress than the prices paid for 
stock in the foremost chemical com- 
panies. The line of reasoning is clear 
and it is undoubtedly logical: no 
industry can go far without helping 
the chemicals. Because it is a grow- 
ing industry, with limits not yet in 
sight, there is the feeling that no 
matter when a chemical is bought it 
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will show a profit within a reasonable 
time. This may be true; it has in 
the past, to a degree. Nevertheless, 
chemicals should be bought within 
reasonable limits, both as to price 
and as to proportion within the in- 
dividual portfolio. 

The Machinery group, including 
such issues as General Electric and 
Westinghouse, has barely been able 
to turn in a better performance than 
the Combined Index. Nevertheless, 
when and as_ industrial recovery 
broadens out these companies should 
participate in growing measure. 
Their interest in a revival of capital 
goods purchases makes them most 
eligible as investments aimed at the 
longer-term results. The non-fer- 
rous metals, in a similar way, de- 
serve attention even though their 
record over the past twenty months 
has been below average. No port- 
folio chosen for its cyclical possibili- 
ties should be entirely without rep- 
resentation in the metals. Finally. 
the tire and rubber issues are being 
accorded increasing respect as it is 
realized that many of the ills to 
which they were formerly subject 
have been brought under control. 
All things considered, their recovery 
of 42.7% of their bear market loss 
has been most impressive. 

This by no means ends the roster 
of attractive or interesting groups. 
nor does it set a precise pattern for 
the next upswing. As a rough guide 
to the future, however, it should aid 
in logical investment — planning. 
Broad market action, not the day- 
to-day swings, but the large trends 
which continue throughout a_busi- 
ness cycle, has implications for every 
security owner, present or prospec- 
tive. By crystallizing what would 
otherwise remain general impres- 
sions, the investor prepares himself 
in the best possible way for decisions 
to be made at some future date. 
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sessions in that area they would be 
letting themselves in for under the 
circumstances. Chamberlain’s de- 
cision to visit Hitler at Berchtes- 
gaden may well have been due to 
this threat. 

There is no question that England 
is on the spot—but it is nothing to 
the position that she will be in if she 


does not take a definite stand against 
Germany now. Chamberlain’s com- 
plete capitulation to Hitler’s de- 
mands is an appalling collapse of 
British statesmanship. 

The Germany that 
“straff’ England is in the saddle to- 
day. The old Junker crowd is be- 
hind Hitler. Hitler’s book “Mein 
Kampf” is only a rehash of the in- 
flammable doctrines of Nietzsche 
(who died in an insane asylum in 
1900) and of Treitschke who did 
more to mold the Germany of 1914 
than any other. Bismarck, the 
Kaiser himself, Moltke, Maximillian 
Harden, among others, were his dis- 
ciples. It was he who declared the 
Germans to be a superior race and 
divided mankind into two classes— 
the masters and the slaves — with 
Germans as the masters. He was 
the inventor of the Jewish problem. 
It was Treitschke who long before 
Hitler declared that the English 
were decadent as a people. That the 
English language was decadent since 
it was based on two dead languages 
—that the Germans alone were the 
ruling race, and only the German 
language was pure and came direct 
from the mouth of God; and that 
therefore it was the mission of the 
people to force German on the world. 

The ambitions and violent lan- 
guage of Hitler are merely echos of 
Treitschke. It seems very likely that 
the reason the big industrialists and 
Junkers supported Hitler in the first 
place was because he taught the 
common people the doctrine of the 
upper class Germans which up to 
that time was not popular with the 
masses. To support Hitler meant 
having the people absorb their own 
ideas rather than communism. 

Hitler’s Germany of today is the 
Germany of the Kaiser which 
brought on the war which began in 
1914—and for the same _ reason: 
world conquest. 


swore to 
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It Pay 
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general business recovery over the 
next several months. 

In the first six months of this 
year, Allis-Chalmers booked new 
orders totaling $40,332,296, a de- 
cline of about $12,600,000 from the 
level of bookings in the same period 
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a year ago. Billings this year in the 
six months to June 30 amounted to 
$45,013,660, comparing with $43,- 
696,812 last year. Operating profit 
this year, however, was less than 9% 
of sales, as compared with 11.4% last 
year, reflecting the added burden 
imposed upon profit margins in the 
form of increased labor and material 
costs. 

Net profit in the first half of the 
current year totaled $2,879,059, 
equal to $1.62 a share.on the com- 
pany’s 1,776,092 shares of capital 
stock and compared with $4,141,- 
748, or $2.34 a share, in the same 
period last year. For the full year, 
earnings of at least $2.50 a share 
appear to be a reasonable estimate. 
Record-breaking earnings last year 
were equal to $4.42 a share and in 
1936 net was equal to $2.27. 

Recently the shares of Allis- 
Chalmers have fluctuated within a 
five-point range between 45 and 50. 
Their high this year has been 5414 
and their low 3414. The shares, in 
recovering about twenty points 
from their low, have reflected in a 
considerable measure the more 
hopeful aspects of general business. 
Moreover, marketwise they have 
offered rather stiff resistance not 
only to intermediate reactions but 
stand out m marked contrast with 
the fairly substantial decline which 
has taken place in the shares of 
other leading farm equipment manu- 
facturers. In other words, it would 
appear that the market concedes 
Allis-Chalmers an important com- 
petitive advantage and evaluates 
the company’s relative earnings 
prospects accordingly. As a specu- 
lative proposition, based on the pos- 
sibility that within, say, another six 
months, the company’s sales and 
profits may again be in the ascend- 
ancy, perhaps to the point of sur- 
passing even record-breaking levels 
of 1937, the shares at recent levels 
would appear to have considerable 
in their favor. At the same time it 
must be admitted that the most 
favorable elements in the company’s 
outlook are potential rather than im- 
mediate and for that reason are 
subject to modification. 

As an investment proposition, the 
company’s 4% convertible deben- 
tures due 1952 afford the more con- 
servative medium. This _ issue, 
brought out late in 1937 in the 
amount of $25,321,500, for the pur- 
pose of providing the company with 
capital funds, is convertible into the 
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capital stock at $75 a share. De- 
spite reduced earnings this year, 
total annual interest charges on the 
debentures were earned about twice 
in the first siz months of this year. 
The conversion feature has no value 
at the present time. In 1937, how- 
ever, the shares sold as high as 8314. 
Currently quoted around 110, the 
debentures are a sound industrial 
bond carrying a potentially profit- 
able convertible feature. The de- 
bentures afford a current yield of 
3.6% which compares with about 
3% for shares based on the current 
quarterly dividend of 3714 cents. 
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93% of the 1923-1925 average. This 
publication’s adjusted index of per 
capita business activity at present 
is slightly less than 80% of the 1923- 
25 level. It is, therefore, accurate to 
conclude that present public buying 
power and demand are in excess of 
the current rate of industrial produc- 
tion by a substantial margin. 

Summing up, the monetary forces 
point to material expansion of busi- 
ness activity during the fourth quar- 
ter—barring war. 

The status of inventories differs 
greatly from industry to industry 
and differs as between retail dis- 
tributors and manufacturers. Inven- 
tory statistics are neither as compre- 
hensive nor as timely as one could 
wish, and the subject invites gen- 
eralization which may be somewhat 
misleading. Nevertheless, it is safe 
to say that the finished goods “in- 
ventory problem” so widely dis- 
cussed some months ago is no longer 
an effective obstacle to gradual busi- 
ness recovery. 

Generally speaking, price-cost mal- 
adjustments appear to have been 
adequately corrected, although there 
are some exceptions, as, for example, 
the steel industry. For manufacturing 
industry in the aggregate unit labor 
costs have been substantially low- 
ered through increased efficiency, 
without — significant reduction in 
hourly wage rates. At least through 
the rest of this year business profits 
will depend on volume and operating 
efficiency, with padded price spreads 
apparently out of the picture. That 


is nothing to worry about. The 
greatest prosperity we ever had—the 
1923-1929 period—was notably de- 
void of commodity price inflation. 

Three key industries will mainly 
determine the scope of fourth quar- 
ter improvement in the composite 
business index—automobiles, _ steel 
and building. Fourth quarter mo- 
tor production will show greater 
than seasonal gains but in no event 
will equal year ago output. Pro- 
duction of cars and trucks should 
approximate 800,000 or about 25% 
less than in the final quarter of 1937. 
The figure would represent much the 
highest quarterly output this year. 
This estimated total may be mod- 
erately shaded or bettered, depend- 
ing on trend of retail demand in 
coming weeks and also largely on 
the speed with which Chevrolet and 
Ford swing into volume production 
on the new models. 

Due to favorable trend in resi- 
dential building and publie works, 
total construction volume in the 
fourth quarter will top that of a year 
ago by a decisive margin. Up to 
September heavy engineering con- 
struction had run about 3% ahead 
of the volume for the first eight 
months of 1937 and the percentage 
gain will widen during the rest of 
the year, as the trend was down dur- 
ing the closing months of last year. 
By late summer residential building 
had pulled ahead of a year ago by 
about 8% and this margin also will 
widen. Due to lag in private non- 
residential building, total construc- 
tion volume for 1938 will be mod- 
erately less than in 1937, but will be 
well above 1936. 

Announcement of fourth quarter 
steel prices will quicken orders in 
some lines which have been espe- 
cially influenced by price uncer- 
tainties, notably tin plate, output of 
which recently has been far below 
consumption needs. Fourth quarter 
peak in the industry’s operating rate, 
however, will depend mainly on how 
much motor output increases. There 
seems to be a reasonable chance of 
fourth quarter rate averaging be- 
tween 50 and 55% of capacity, as 
compared with recent high of 44%. 
It is to be doubted that peak rate 
this year will top 60%, but only a 
small gain from the present level 
would lift fourth quarter output 
above the year-ago figure. 

Brief forecasts for each of the 
more important industries are pre- 
sented in the accompanying table. 
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